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The Lining—a big feature 


in Suit Service. 


WY, 2) ‘ 
a4 fy Y/} Y ' Beene | SUITS, being so useful for many occasions, 
Gd </ yy i, f . need really good Linings—**COURTINE” LININGS. 
f 


These are easy-fitting and.clear in colour ; cleaned quite safely 


and far more durable and satisfactory than ordinary Linin 
Ask your Tailor to use only ” 
If any , = 66 99 
obtaining “COU 
TINE” LININGS, 
write to the Manu- 
facturers 


qaecis Tesco) 


The name is on 
the Selvedge. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCQUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £570,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 
LONDON BANKERS: 
MEssrs. GLYN, MILLS & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 KING WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN, 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
BAGDAD, BASRA, KHANAOIN, KIRKUK. BomBAY. 


HE BANK transacts Banking Business of every description in 

and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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SAFETY FIRST: 


The advice so freely given to motorists should be 
applied by them and by all travellers to dangers 
other than those of the road. To secure themselves 
against inconvenience all travellers should carry with 
them a Lloyds Bank World Letter of Credit or a 
supply of Travellers’ Cheques, either of which will 
enable the holders to obtain money in any Banking 
town in the British Isles and throughout the world. 
These facilities are provided by any Branch of Lloyds 
Bank, which will also obtain Passports and a supply 
of foreign notes and coins for immediate use when 
landing in any foreign country. 


LLOYDS BANK LIMITED. 


Head Office: LONDON, E.C. 3. 
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TOTAL RESOURCES 
Over £280,000,000 










Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,200 Offices. Agents Everywhere. 






Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 






TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 








AFFILIATED BANKS: 


GRINDLAY & CO., Ltd. 





COUTTS & CO. 




















ANGLO-SOUTH AMERICAN BANK 


LIMITED 
Head Office: 117 Old Broad Street, London E.C.2 


A COMPLETE INTERNATIONAL 
BANKING SERVICE 


LINKING 


THE OLD 
WORLD AND 
THE NEW 


Associated Institutions :=- 


BRITISH BANK of SOUTH AMERICA LIMITED 


BANQUE ANGLO-SUD AMERICAINE, SOC. ANON, PARIS 
ANGLO-SOUTH AMERICAN TRUST CO., NEW YORK. 
(ine. under Laws off State of New York. ) 











BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janciro 





Capital - - - 
Reserves - - - 
Paper- Currency 
Redemption Fund 94.637:471$494 


Last Dividend 20% 


100.000:000 $000 
142.593:604 $188 


Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 








Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 


Agencies in the principal cities 
of the Republic 


Banking connections throughout 
Europe and the United States 


Specially organized service for the 
Collection of Foreign Drafts 
and Bills 
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am fear IT TYPEWRITES BY WIRE.” 
my fe cin , 


ie : CONNAUGHT HOUSE, 
x ALDWYCH, LONDON, W.C.2. 
A \ Waa "Phone: Holborn 8765 (15 lines). 

<j Works: HENDON, NORTH WOOLWICH, NEW SOUTHGATE. 7 

—, Branches : ee a Manchester, i 
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In Banking organizations the Morkrum 
Teletype can efficiently replace the best 
messenger service. A hundred miles or a 
few yards, it makes no difference, the message 
sent by Teletype is instantaneous. 


As the cyphers are tapped out on the home 
keyboard, so they are reproduced on the 
receiving machines far away. Further, the 
message is always accurate, and may be 
preserved as a permanent record. 


Your typist can use the Teletype without 
practice —it requires no special experience. 


Ask for fuller particulars of the Teletype— 
the telegraphic typewriter. 


! Ah MORKRUM 


ii TELETYPE 





Standard Telephones and Cables Limited 





. TELETYPE CONFIDENTIAL MESSAGES BETWEEN BRANCHES & HEAD OFFICE 


H 2 












( iv ) 


DNA 


National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 


92 Branches and Agencies throughout New Zealand. 








Authorised and Subscribed Capital is — £6,000,000 
Paid-up Capital ese Sas £2,000,000 
Reserve Fund and Undivided Profits £2,165,572 

£4,165,572 






The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 
rates which may be ascertained on application, and conducts every description of Banking 
Business connected with New Zealand. ARTHUR WILLIS, Manager. 


SM 0 


BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised —— - 87,561,238 


Paid-up Capital, as at 31st March 1928 ee aa .. £6,771,198 
Reserve Fund and Undivided Profits ee sim os sas 3 »732,526 


£10, 503,723 







































Aggregate Assets at 31st March 1928 £49,879,550. 






London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILI 














«+ Manager. 









NATIONAL BANK OF EGYPT, 


HEAD OFFICE : CAIRO. 





















FULLY PAID CAPITAL - - . - - £3,000,000. 
RESERVE FUND .- - - . - - £2,775,000. 





London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. i 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


YOKOHAMA SPECIE BANK, LIMITED. 








ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - - Yen 99,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office:—7 Bishopsgate, ee E.C.2. 
NOHARA, Manager. 
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LEYLAND Rubber Floor is 
44hard wearing; silent and 
comfortable to walk upon; laid 
in clean fresh colours capable of 
being made up into any design 
to harmonize with any scheme 
of dccoraticn. 

Write for Catalogue No. 39 


Rubber iin? 


The Leyland & Birmingham Rubber 
Co. Ltd. 


Head Office and Works: 
Leylani, Lancs. 








R.T. 59-8/28 Causton 
THE 
MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 
Heap Orrice : 


300 High Holborn, London, W.C.1 
Paris Brancu: 26, Rue Vivienne, Paris 


BERLIN REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


- £1,000,000 
750,000 
104,835 


Authorised Capital . : 
Paid-up Capital - 
Reserve Fund & Undivided Profit - 





The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

Iondon Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.$. of America, and everywhere in the U.8.8.R. 














EEERERE 
THE OUT-STANDING 


MERITS OFA 
GREAT PENCIL 








ERFECTION is_ the 

attribute common to all 
VENUS pencils—each one 
is as good and true to grade 
as the world’s largest manu- 
facturers of quality pencils 
can make it. 


ENUS 
PENCILS 


17 Blacklead Degrees & Super 
ing(MediuméHard) 


Venus Copying (Medium&Hard) 
34 each-29 per doxyen 


ITS THE LEAD INSIDE 
G MAKES THE VENUS GLIDE > 























Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 
lis London Office was opened in Lombard Street twenty-eight years ago. 


To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the ‘principal cities of Europe, and connections throughout the world. 


The Fie ee Trust Company is thus able to offer unrivalled international 


banking faciliti 


ities to banks, financial houses and merchants engaged in 
foreign trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 


NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 


Paid-up Capital and Surplus $90,000,000 Total Assets $912,000,000. 

















THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - - . - £4,000,000 


Reserve Fun £3,850,000 
Reserve Liability of Pregeietere under the Charter £4,000,000 


£11,850,000 
COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. 


F. V. c, LIVINGSTONE-LEARMONTH, EsgQ., 
Cc. E. BARNETT, Esq. DS 


J. F. G. GILLIAT, Eso. RIGHT HON, Tus EARL OF MIDLETON, K.P. 
KENNETH GOSCHEN, Esg. HORACH PRED Ea 

Cc. G. HAMILTON, Esq. . ANNEDS Esq. - 

+. R. JOHNSON, ‘om JOHN SANDERSON, Esq. 


ARTHUR WHITWORTH, Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits reeeived at interest for fixed periods on terms which may be ascertained on application. 
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INTERNATIONAL ACCEPTANCE BANK 


, INCORPORATED 
NEW YORK 


International Banking Transactions 


PAUL M. WARBURG, Chairman F. ABBOT GOODHUE, President 


London Representative: 4 Adams Court, Old Broad St., London, E. C. 2 
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FIRE LIFE 


MARINE ACCIDENT 





LIFE BONUS 1925: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 
Marine Dept. :—157 LEADENHALL STREET, E.C.3. 


ASSETS EXCEED 
£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 
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MR. BENJAMIN STRONG 











98 - THE BANKER 
A Bankers Diary 


July 


THE Government’s Agricultural Credits Bill (see June 
issue), as amended in Committee, was debated in the 
House of Commons and passed the third 
Agricultural treading on July 10. The Bill was read 
Credits Bill a second time, after discussion, in the 
House of Lords on July 17, and passed the 

report stage on July 27. 


THE Conference on Industrial Reorganization and 
Relations, composed of representatives of employers and 
of the Trades Union Congress, has adopted 
aeons on an interim report, which was published in 
— the Press on July 5. The history, scope 
and agenda of the Conference are outlined, 
and reference is made to the memorandum on monetary 
policy issued in April (see May issue). The subjects, 
among others, of trade union recognition, victimization, 
and rationalization of industry are discussed; while 
plans are set out for the inauguration of a new machinery 
of conciliation for use in industrial disputes. The scheme 
has been adopted by the Conference and remains to be 
passed upon by the various employers’ and workers’ or- 
ganizations concerned. Early in July the Council of the 
Confederation of Employers’ Organizations and the Grand 
Council of the Federation of British Industries referred 
the matter to committees in order that the proposals 
should be given detailed consideration and the views 
of constituent bodies and members ascertained. 


IT was announced towards the end of June that a com- 
mittee was being formed, representative of the Govern- 
; ment and the Bank of Spain, to combat 
Spanish = fluctuations in the exchange and stabilize 

Exchange fora we peng ps 
the rate at such levels as it might determine. 

Control ; ' 

The committee was to have at its disposal 
for this purpose a fund of 500 million pesetas, half pro- 
vided by the Treasury and half by the Government, the 





wen 
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two parties sharing equally in all profits and losses on the 

committee’s transactions. All banking institutions in 
the country are required to furnish weekly returns of 
their foreign exchange dealings. It appears from an 
official announcement that it is not intended to effect 
final stabilization at the present level, though no definite 
statement is made as to the policy to be pursued in relation 
to the general trend of the exchange. At the time of the 
publication of the scheme the peseta stood at about 85 per 
cent. of its sterling parity. The committee began 
operations on July 7, and it was reported later in the 
month that a credit, believed to amount to £5 millions 
for twelve months, had been arranged in London, with 
the prospects of a similar credit in New York. 


On July 11 the Hungarian Government introduced a Bill 
aiming at the control of external borrowing, with a view 
' to restriction and co-ordination of such 
a transactions. The Bill contains provisions 
F ae ‘ - requiring the permission of the Ministry of 
Finance, acting in consultation with the 

National Bank, for all long-term loans placed abroad by 
Hungarian institutions during the ensuing three years. 
Although Parliament has risen without passing the Bill, 
the Government has made known its wish that the 
regulations shall be observed, even though the proposals 
cannot become law until Parliament reassembles in 


October. 


THE Rumanian Prime Minister announced, on July 10, 
the results of the protracted negotiations for an external 
: loan to facilitate exchange stabilization 
ae and for other purposes. It was reported 
= — that the principal central banks had ap- 
proved the proposal and that agreements 

for the issue of an external loan in the autumn had been 
arrived at with financial groups in France, Great Britain, 
and the United States. Parliamentary assent to the 
main features of the plan was to be sought towards the 
end of the month. It appears that the total amount of 
the projected loan is $250 millions, of which the first 
instalment is to be $80 millions. In respect of this 
sum, the issuing houses are said to have agreed to make an 
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immediate advance of $20 millions. It is understood 
that a central bank credit will also be made available. 
Final stabilization of the exchange is now expected to 
take place in the autumn. 


Earty in July Dr. Vissering, who had been visiting 
Turkey in an advisory capacity, presented his report 
; on the currency and financial situation. 
Turkish | Apparently the report, while not upholding 
mene the methods of exchange control hitherto 
adopted, recommends the achievement of 
practical stabilization before introducing a new legal 
parity. To this end the establishment of a new central 
bank is recommended, probably with foreign support 
and the participation of foreign banks already operating 
in Turkey. 


FOLLOWING the stabilization of the franc, the Bank of 

France early in July reduced the charge for minting 

gold to fr. 20 per standard kilogramme. 

French Gold The result is to raise the bank’s effective 

Imports buying price for gold, and thus to bring the 

gold import point nearer to parity, while 

leaving the export point unchanged. This step, therefore, 

increases the possibility of gold imports resulting from 
appreciation in the exchange value of the franc. 


ABoutT the middle of July it was announced that, subject 
to the approval of the shareholders and of the Governor- 
} General in Council, an agreement was being 
ee entered into, with the consent of the Minister 
gamation Finance, for the acquisition by the 
Canadian Bank of Commerce of the 
business of the Standard Bank of Canada. Thus the 
number of Canadian banks is being still further reduced. 
The Canadian Bank of Commerce, with assets of about 
$600 millions, was founded in 1867 and now has over 
500 branches throughout the Dominion and _ several 
additional offices in other parts of America and in London. 
The Standard Bank was established in 1873 and has some 
230 branches, most of which are in Ontario. Its assets 
exceed $100 millions. Both banks have already been 
concerned in earlier amalgamations. 


f 
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THE flow of new issues showed little slackening, despite the 
approach of the City’s holiday season. The Government 
of Newfoundland offered about £2 millions 
New Capital of 5 per cent. bonds at par, which were 
Market oversubscribed. Following an issue of 
£8 millions of 5 per cent. stock at 98 in 
March, when 84 per cent. was left with the underwriters 
(see April issue), the Commonwealth of Australia offered 
a further £7 millions of the same stock at the same price, 
and this time the underwriters were left with 87 per cent. 
The State of San Paulo offered £2? millions of 6 per cent. 
bonds at 943, simultaneously with a $15 million loan in 
New York and small placings of additional sterling bonds 
in Holland and Sweden. The issue was quickly over- 
subscribed. Issues of 5 per cent. stock were made on 
behalf of Fast London and Brisbane at 99} and 953 
respectively, only one-ninth of both issues being applied 
for by the public. There were again numerous industrial 
issues, and among interesting private placings were those 
of shares in two Swedish industrial undertakings. 

The rush of new issues is clearly reflected in the 
monthly statistics compiled by the Midland Bank. The 
total amount of new money raised during the first half 
of the year was £202} millions, over £40 millions more 
than in the corresponding half of 1927, and the highest 
half-yearly total since 1920. Home issues comprised 
57°8 per cent. of the total, as against 64°4 per cent. in the 
first half of 1927. Of the total of overseas issues, India 
and Ceylon accounted for £7} millions, other British 
overseas countries for £49 millions, and foreign countries 
for {29 millions. The aggregate of government, municipal 
and railway loans was £623 millions, as compared with 
£614 millions in the first half of 1927, the balance of £140 
millions, as compared with {098 millions, being absorbed 
by industrial undertakings of all kinds. 


On June 30 the National Bank of Belgium reduced its 
discount rate from 44 to 4 percent. The Chicago Federal 
Reserve Bank initiated on July to the third 

Bank Rate upward movement in American rediscount 
Changes___ rates to take place this year. Each time 
the rise has been by $ per cent., and the 

latest increase brought the rate up to 5 per cent. Two 
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days later the New York Reserve Bank took the same 
step, as did the Richmond Bank. Shortly afterwards the 
Reserve Banks of Atlanta, Boston and St. Louis effected 
a corresponding rise, leaving half the banks still operating 
a4 percent.rate. This gives London its first experience, 
since the return to the gold standard, of a bank rate lower 
than that operating in New York. On July 16 the 
National Bank of Austria raised its discount rate by 3 
to 6} per cent. The Imperial Bank of India lowered its 
rate from 6 to 5 per cent. on July 19. 


Surtax, Bureaucracy and the 


Chancellor 
The Real Controversy 


but they raise large questions for Parliament 
and the Chancellor of the Exchequer, for public 
departments, and for the people. 

In 1919 the Royal Commission on the Income Tax 
reported in favour of the fusion of income tax and super- 
tax; that is, that they should be regarded as a continuous 
process. It was not, however, until the Finance Act, 
1927, that legislative notice of the proposed change was 
given, to come into force in the year 1928-9. At that 
time the provision was regarded as largely declaratory in 
character, in the sense of announcement. In the case of 
super-tax there had always been a time-lag of a year or 
more. Meanwhile, again in keeping with the recommen- 
dations of the Royal Commission, Schedule E, which 
covers salaries and emoluments from offices of fixed 
character as distinct from profits in ordinary business 
chargeable under Schedule D, had been widely extended ; 
and in place of the current year or the year of assessment 
the preceding year had been taken, as likely to lead to 
substantial administrative simplification. The Govern- 
ment apparently concluded that the time had come to 


‘ "HE broad facts of the surtax controversy are simple ; 
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bring super-tax into line, hence the clauses in the 1927 
Act in which it was described as surtax, and the applica- 
tion to super-tax, or the new surtax (that is, the special 
taxation of all incomes in excess of a minimum of {2,000 a 
year), of the principle of the preceding year. 

In these circumstances 1928-9 was plainly the year 
of transition, and immediately many authorities jumped 
to the conclusion that both super-tax and surtax had 
been imposed for that year, and that the Chancellor of the 
Exchequer hoped to rake in an extra £60 million (the 
present approximate yield of the super- tax) at a stroke. 
That suggestion was, of course, ridiculous, although even 
eminent “authorities lent colour to it; the true explanation 
is that the taxing language of Finance Acts is so involved, 
and there is so much legislation by reference, that even 
the experts are often hopelessly divided in opinion on 
precise interpretation. On paper there is an apparent 
double imposition, at least in certain of the passages of the 
Finance Act, 1927, and the Finance Bill of the present 
year; but only on paper. Simply stated, this financial 
year, 1928-9, is the last year of super-tax, which will be 
payable for the final time on January 1, 1929, as regards 
1927-8 ; and surtax as regards this financial year will be 
payable for the first time on January I, 1930, the change 
then being for all practical purposes complete. 

In this process of bringing income tax and super-tax 
into line (that is, applying to the latter exactly the rules 
which apply to the former, and thus removing the form 
of concession which the latter has hitherto enjoyed) 
there is, of course, an extra charge on the community. 
If people lived for ever it would not fall. Since they die 
with commendable regularity it falls on their estates as 
to the last year of the surtaxable income (now safeguarded 
as regards liability up to the date of death), and thus over 
a long term of years the Exchequer stands to gain. This 
gain is placed at £60 million, but that is merely the crude 
figure of the vield of one year spread over the prolonged 
but uncertain period which is plainly involved; and no 
special importance should be attached to that sum, 
especially as in the process all kinds of different circum- 
stances and arrangements may emerge. The essence of 
the complaint is (a) that there is an extra charge in this 
administrative change; (b) that it was not preceded by 
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specific financial resolution in the House of Commons; 
and (c) that the Chancellor of the Exchequer did not, in 
the debates on the Finance Bill, 1927, make it clear that 
such an extra charge was involved, but allowed it to trickle 
out in subsequent public financial discussion. Some 
describe it as a form of death duty; others persist in the 
belief that there is double taxation; but in any event the 
facts surrounding the controversy are unhappy.  Ulti- 
mately it is thought no one can complain if, as is true, he 
pays surtax only on the strict term for which he has 
enjoyed the surtaxable income, admitting that the inroad 
on his estate at death may be a little ereater than if the law 
had remained as it stood prior to 1927. The Chancellor 
of the Exchequer defended the gain he achieved in 
this direction by pointing to the loss he sustained in the 
wider transition to Schedule E and acceptance for 
assessment of the preceding year as against the current 

-in all the circumstances a doubtful line of argument 
to adopt. 

On these facts there are certain things the Government, 
public departments and the taxpayers should clearly 
understand. The first is that the whole arrangement, 
while administratively desirable, is in application tricky. 
Many competent p seople described the report of the Royal 
Commission on the Income Tax as essentially a textbook 
prepared by Somerset House. That is true to this extent 

that in the involved reference to preceding legislation 
which was necessary the departmental experts had 
necessarily to play a large part, since only those who 
operate the system can with safety profess to understand 
it. Mr. Churchill could certainly not be expected to 
recall every intricacy of that kind, even if he had a mental 
turn for such technical detail, w hich he has not. When 
1928 dawned he probably did not know that he had 
imposed any extra taxation at all; when the Budget came 
he frankly admitted the fact to which no reference had 
been made, oddly enough, in the debates of 1927. The 
Inland Revenue authorities should then have put the 
whole nature of the change beyond the shadow of a doubt, 
since nothing is more detrimental to a good spirit towards 
the revenue than a feeling in the breasts of taxpayers that 
departmental technicians have been too much for them. 
The second is that the involved language of the statutes 
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may, for all we know, conceal further imposts which the 
House is not yet aware it has sanctioned. No reflection 
is made on Somerset House; the intention is rather to 
emphasize the public danger of the present system. Mr. 
Churchill has appointed a committee to consider simplifi- 
cation of the language in which these clauses in financial 
legislation are expressed; let us hope that it will lose no 
time in making a practical and drastic report. That 
report should be a material contribution to the recent 
simplification of income-tax forms (on the surface they 
are still formidable enough) and to the adoption of one 
return in place of the several which gave grief and often 
confusion to taxpayers with a variety of interests and 
incomes to record. 

There is, however, another consideration. Every 
Chancellor of the Exchequer and every Financial Secre- 
tary is, as a rule, grossly overworked. Clauses reach 
them in tolerably complete form from the Board of 
Inland Revenue, doubtless after the broad principle has 
been discussed. But no Chancellor or Financial Secretary 
other than a technical expert can detect all the possibilities 
of the phraseology. The average Chancellor and the 
average Financial Secretary are not experts of that class; 
occasionally one or other of the offices, or both, is held 
by a man who has been trained in economic science and 
is able to put his finger on material other than that to 
which his attention is directed by officials. The latter 
may be acting entirely in the public interest, but they 
would be less than human and efficient if they did not 
do their best for the revenue. Capable critics outside 
Parliament, including a number of the legal luminaries, 
may see the danger of the hidden charge ; but when even 
they disagree, what becomes of civilized people? And 
so we go on and on. The briefs supplied to Finance 
Ministers by the Board of Inland Revenue, the Board of 
Customs and Excise and other authorities are believed 
to be among the best in the world; they should, however, 
be much better explained to the House of Commons, 
and greater steps should be taken to make them, or their 
strict proposals as related to clauses in Acts of Parliament, 
available to the people. If the recent controversy brings 
remedy so far along these lines, it has not stirred the dry 
bones of an exhausted Parliament in vain. 

I 
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Central Banking: 


Recent Developments 
Co-operation in the Domestic Sphere 
By C. H. Kisch, C.B. 


ROM time to time references appear in the Press 
Fk or in the reports of central banks to the growing 

co-operation of central banks in the international 
sphere. Recent instances of this welcome development 
have been furnished by the facilities afforded by central 
banks in Europe and by the Federal Reserve authorities 
in connection with the stabilization of the Polish, Belgian, 
and Italian currencies. It is also understood that the 
statutory scheme for the gold valorization of the franc, 
which has been accomplished without recourse to external 
credits, had been carefully studied in all its bearings 
by the authorities in London and the United States prior 
to its public enunciation. The monetary policy adopted 
by the Federal Reserve Board in the summer of 1927 
has been generally interpreted as having been in part 
influenced by international considerations, and there is 
also reason to believe that the policy of the European 
central banks in regard to the acquisition of gold in 
London during recent months has been conducted in 
concert with the Bank of England. In the reports of 
the central banks on their working in 1927, which have 
now mostly been received, an interesting light is shed 
on another, and perhaps no less important, line of develop- 
ment, namely, the increasing authority and influence of 
the several central banks in their own domestic money 
markets. A comparative study of these documents 
illustrates the development of central banking principles 
in actual practice. 

The satisfactory discharge by the central bank of 
its functions of credit control depends on its assertion 
of leadership in the local money market and in the 
recognition of this leadership by the commercial banks 
and other constituents of the money market. It is not 
therefore surprising to note that the past year witnessed 
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an increased assertiveness on the part of central banks 
and various efforts to strengthen their position in the 
local markets. The management of the balances of 
public and quasi-public bodies is an important aid to the 
central bank in its control of credit, and the National 
Banks of Belgium and Czechoslovakia both refer in their 
reports to the valuable part that the administration of 
these resources played in the monetary policy of the year. 
In Belgium the legal stabilization of the exchange towards 
the end of 1926 was followed by a heavy influx of external 
capital into Belgium, which threatened to give rise to 
an excessive expansion of the note issue. One of the 
methods used to counter this tendency was to translate 
a considerable portion of the public and quasi-public 
balances held by the bank into foreign gold exchange— 
a measure which, in addition to checking the tendency 
to inflation, also helped to increase the gold backing of the 
note circulation. Thus in the course of 1927 the legal gold 
reserves (including gold exchange) of the National Bank 
of Belgium rose from an average of f. 5,331 millions in 
January to f. 5,898 millions in December 1927, and the 
percentage of the prescribed gold assets against note 
and sight liabilities rose from 53 per cent. in the first 
month of the year to 55 per cent. at the end of December. 

This kind of activity on the part of a central bank 
in the foreign exchange market, of which there is ample 
evidence in the reports of the banks, is of the highest 
importance. By its intervention, before upper or lower 
gold points have been reached, the central bank is able 
to restrict movements of gold which might have to be 
reversed later and so prove uneconomical. The question 
naturally suggests itself as to how far it is open to the 
Bank of England to influence gold movements by direct 
intervention in the exchange market as distinct from 
its activities in the internal market either through bank 
rate or open market operations. Point is given to this 
inquiry by the recent importations of gold by the Midland 
Bank from the United States. These are of more than 
merely passing interest, as they took place under conditions 
when apparently the movement, to quote the June circular 
of the New York City Bank, was “ not based on ordinary 
business considerations.” There is, of course, nothing in 
the law or statutes of the Bank of England to prevent it 
12 
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from dealing in the banking department in bills drawn in 
dollars on other foreign currencies, and it was expressly 
stated in the course of the recent discussions in Parliament 
on the Currency and Bank Notes Bill that it would be 
open to the Bank to hold foreign bills among the securities 
earmarked against notes in the issue department. Unfor- 
tunately, the statutory return issued by the Bank makes 
no distinction between domestic and foreign securities, 
and the public has no means of knowing whether recent 
years have witnessed a departure from the pre-war 
practice under which the Bank used not to buy or redis- 
count foreign bills. In present-day conditions it would 
certainly seem that the advantages obtainable by foreign 
central banks from operating in exchange might also 
be reaped by corresponding activities on the part of 
the Bank of England. The heavy remittances for the 
American debt that have to be effected annually from 
this country to the United States on behalf of the Govern- 
ment place the Bank in a favourable position in this 
respect. The Government are interested in the effecting 
of these remittances at the most favourable exchange, 
and at a time when the dollar exchange is hovering near 
gold import point threatened shipments of gold from 
New York could probably be checked, if desired, without 
prejudice to the interests of the taxpayer, by speeding 
up the transfer of funds on account of the American 
debt. The Bank has, of course, various means of 
meeting the hypothetical case of an undesired accretion 
of gold either by selling securities or disposing of the 
gold to one of the various eager Continental buyers, who 
have been in evidence from time to time. But the 
preceding discussion related to the _ possibility of 
inhibiting a threatened gold import iu limine by active 
dealings in foreign exchange such as are allowed by 
their charters to all foreign central banks. Before 
leaving this subject of gold imports, some further remarks 
are suggestea by a study of modern tendencies in central 
banking and money market organization. 

Wholehearted co-operation between the central bank 
and the commercial banks is essential to the efficient 
conduct of the credit organism. On the side of the 
central bank this presupposes abstention from com- 
petition in the legitimate business of the commercial 

























s 
Ss 
& 
€ 
¢ 








CENTRAL BANKING 109 


banks and the exercise of influence, not by dictatorial 
methods but rather by way of confidential and friendly 
advice given in the course of those close and intimate 
relations that should exist between the bankers’ bank 
and their customers, the commercial banks. As regards 
the latter it would, in most countries, be dangerous 
for them to ignore the counsels of the central bank 
or to seek to thwart its policy. For example, when 
as at present the Federal Reserve authorities are 
seeking to curtail the expansion of credit in the stock 
market, failure on the part of the member banks to 
support the policy might prejudice their claim to 
support if the need arose, and might perhaps lead to 
some amendment of the law restricting their means of 
access to Reserve Bank credit. The report of the 
Reichsbank definitely refers to occasions in 1927. when it 
felt it necessary to warn the private banks against a 
too facile credit policy, and the report also speaks of 
these warnings having met with an appropriate response. 
The general obligation on the part of the commercial 
banks and the money market to stand by the central 
institution and to avoid anything suggestive of an 
independent money policy is indeed axiomatic. Now 
the exchange is one of the fixed points that a central 
bank treats as a determinant in shaping its policy. 
It knows the approximate levels at which gold movements 
entailing well-understood developments would occur in 
the ordinary course. But if by special dispositions 
a commercial bank seeks to import gold at a time when 
it would not move under ordinary influences, it would 
seem that the central bank might reasonably expect 
to be advised in advance, having regard to the effect 
the importations might have on national monetary 
policy. This policy, it must be emphasized, is the 
proper function of the central bank to determine, and 
is not the business of the commercial bank. As, however, 
the exchange position was not such as to induce the 
gold movements from New York to London, referred 
to above, it has been suggested—with what authority 
is not apparent—that the importations. were arranged 
specially to bring about an expansion of credit. If this 
were the case—and it is a mere hypothesis—it would 
involve an intrusion, which could only be deprecated, 
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by a commercial bank into a sphere properly apper- 
taining to the central bank. Such intrusions com- 
plicate the control of credit and might prove seriously 
embarrassing to the central bank, assuming, of course, 
that it was not a party to the special operations. The 
authority and prestige of the Bank of England have 
never been higher in the world at large or in London than 
today. History will gratefully record the initiative of 
the Bank in the restoration of the gold standard in post- 
war Europe and all that this implies. As regards the 
domestic sphere, it is worth recalling the ready acceptance 
by the market of the views of the Bank as expressed last 
autumn on the subject of the level at which on general 
grounds discount rates should be maintained. None the 
less, the whole incident of the recent special gold arrivals 
indicates the importance of strengthening the position 
of the Bank of England by moral and legal powers. 
This is presumably the justification of the novel provision 
made in the Currency and Bank Notes Act under which 
the Bank of England will be entitled to acquire private 
holdings of gold in the United Kingdom other than gold 
held for export or industrial purposes. The concentration 
of the country’s gold reserves with the central institution 
is an important factor in internal consolidation. 

The reports of the foreign central banks show that 
in various countries they took a leading part in promoting 
last year improvements in the publication of banking 
statistics. This is an important matter, as the more 
perfect and up-to-date banking statistics are, the better 
placed is the business community for taking an informed 
view of money prospects and framing plans accordingly. 
This question of improved statistics was recently con- 
sidered from its international aspect at a meeting of 
representatives of central banks in Paris; but apart 
from this, it is to be observed that at the wish of the 
National Bank of Austria the Austrian banks decided 
for the first time to publish half-yearly reports of their 
condition, and that a similar development is taking place 
in Hungary. In Germany, as a result of negotiations 
with the Reichsbank, it was decided that, as from the 
beginning of 1928, monthly balance sheets of uniform 
model should be issued by private and public banks 
and mortgage banks, and the time limit for publication 
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has been reduced. Further, as already takes place in 
the United States between the Federal Reserve banks 
and the member banks, arrangements have been made 
for the regular supply of additional information by the 
commercial banks to the Reichsbank. It is evident that 
the Reichsbank is leaving no stone unturned to strengthen 
its authority and influence in the domestic market. It 
is reasonable to view in the same light the recent proposal 
made by the Reichsbank for the extinction of the note- 
issuing powers of the four other issuing banks in Germany. 
The privilege of issuing paper money would then, in 
accordance with approved modern practice, be the 
monopoly of the central bank. 

One of the satisfactory features of the past year has 
been the fact that there has been no relapse into instability 
of exchange in the case of any country where the care 
of a legally established gold standard has been entrusted 
to a central bank. This in itself goes a long way to 
justify the policy, which has made such general headway 
in recent years, of placing the control of currency in the 
hands of a central bank. 

The beneficent results accruing to a country from the 
possession of a strongly grounded central bank are most 
readily observed in the case of countries where the 
institution of such an organization is new and where 
previously the money market has been relatively 
undisciplined. A recent circular of the Central Bank of 
Chile refers to the “ falling interest rates due to the 
stabilization of the money of the country, the facilities 
provided by the Banco Central for discounts and redis- 
counts at rates much below those previously ruling in the 
country, and the aid given by the bank for free transfers 
from one part of the country to the other.” 

This passage states in succinct form the main benefits 
that Chile has derived from the institution of the central 
bank. The stabilization of the exchange after a long 
period of instability has brought far-reaching advantages. 
Trade can now be conducted without the risks that were 
unavoidable prior to stabilization, and foreign capital 
has been free to seek investment in the country with 
security that it will not be lost through depreciation of 
the local currency. The consequent decline in interest 
rates has made it necessary to take steps for reducing 
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the rates of interest payable on deposits by the com- 
mercial banks, which had risen in competition to excessive 
heights. As agreement among the banks for fixing 
maximum rates on deposits did not mature, Congress 
has passed a law authorizing the Central Bank and the 
Superintendent of Banks, the official charged with the 
supervision of banking in the Republic, to fix maximum 
deposit rates for the commercial banks which for this 
purpose have been divided into two categories according 
to their size. These restrictions appear to have caused 
vexation in some banking quarters in Chile, but it seems 
that recourse was had only to compulsory measures when 
voluntary action, which is clearly preferable, for pro- 
ducing the desired relation between the various market 
rates had failed. Clearly the payment of excessive rates 
of interest on deposits must tend to lead banks to under- 
take riskier business than they otherwise might so as to 
cover high interest charges from high profits. This 
may in the end result in the creation of unliquid positions 
with their attendant dangers. The improved liquidity 
of the portfolios of the commercial banks since the 
creation of the central bank has enabled a reduction to 
be made in the proportion of obligatory cash reserves 
to be maintained against deposits. A recent law provides 
that the banks may reduce their legal reserves (consisting 
of notes of, and deposits at, the Central Bank and 
Chilean coin) to 15 per cent. of sight deposits and 6 per 
cent. of time deposits, as against 20 per cent. and 8 per 
cent. respectively under the former law, provided that 
they do not charge more than 2} per cent. (in some 
cases 35 per cent.) above the Central Bank’s discount 
rate for any loan or discount not exceeding ninety days. 
From the point of view of a central bank, the due 
correlation of the various rates current in the market 
is an important factor in the exercise of its control, 
and the recent measure relating to the fixing of maximum 
rates of interest on deposits by the commercial banks 
in Chile should strengthen the position of the central 
institution there and tend towards promoting sound 
conditions generally. The actual maximum rates them- 
selves are subject, of course, to revision from time to 
time as circumstances require.* 

* Vide bulletins of Banco Central de Chile for February and April 1928 
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The Central Bank of Chile is an independent bank, 
protected by its charter against interference by the 
Government. Its case has been referred to at some 
length as it is an instance of a new central bank which, 
although it has only functioned for two and a-half years, 
has already a substantial record of achievement at its 
credit. In its review of the first year’s working (1926), 
the bank reported that opinion was unanimous “ that 
the bank is a great national asset and that its maintenance 
is necessary for the economic life of the country.” In 
July 1927 the condition and development of the bank 
were investigated by a group of experts including Professor 
Kemmerer, the head of the Commission on whose recom- 
mendation the bank was created. Professor Kemmerer 
stated publicly: ‘‘ The bank has been well managed 
and in perfect accord with the fundamental principles 
of the law which created it and is today one of the 
strongest central banks in the world.” 

Assuming stable political conditions and a prudent 
conduct of their finances by the Governments concerned, 
there seems no reason why the success of this new central 
bank should not be emulated by the other new indepen- 
dent foundations that have lately been set up or may 
hereafter be set up in various countries. 


American Discount Rate Policy 


1927-8 
By H. Parker Willis 


UST a year has elapsed since the so-called “ conference 
J of central bankers,’’ meeting in New York, decided 
upon a rate policy for the ensuing twelve months in 
the countries from which they came. The group present 
included representatives of the Bank of England, Reichs- 
bank, Bank of France, and of one or more of the Federal 
Reserve Banks of the United States. It was announced, 
more or less officially, that the conference in question had 
no specific reference to anything immediate, but that it 
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had assembled for the purpose of discussing general 
problems of monetary stabilization. 

How the policies which were then determined upon 
have worked out in other countries may be left to be 
stated by those who are on the spot. How the policies 
agreed upon have worked out in the United States has 
now become perfectly plain, and is susceptible of detailed 
analysis. Moreover, the true facts as to what was done 
last summer, and how it was done, have recently become 
authentically known. On May 17, 1928, the Banking 
and Currency Committee of the House of Representatives 
had before it a member of the Federal Reserve Board 
who was testifying concerning the probable effect of 
proposed legislation. Incidentally the chairman of the 
committee took the opportunity to question him about 
the international agreements into which the system had 
entered, and specifically asked him about what was done 
during the summer of 1927. The testimony has not yet 
been published in final official form, but the hearings 
were public, and the facts as stated fully set forth. In 
brief they were these: The group of “central bankers”’ 
meeting in New York in July 1927 practically deter- 
mined, although by no means unanimously, upon a 
general policy of low rates, with a rate in New York City 
intended to be distinctly lower than that in London, 
and, of course, lower than those in Paris and Berlin. 
When this decision had been reached the group visited 
Washington, and there had an informal conversation 
with the Federal Reserve Board. No “record-meeting”’ 
was held, and no specific or official record was made of 
the doings at the conference or of the substance of the 
“conversations.’’ However, the gist of what had been 
debated in New York was retailed to the board members, 
and an informal “gentlemen’s agreement,” designed to 
ensure the concurrence of the Board in a low rate policy 
for the coming season, was obtained. 

The next step was the establishment of lower rates; 
and for reasons of expediency it was deemed best to start 
with these lower rates in Kansas City, the reserve bank 
of that place obligingly agreeing to cut its rate to 
34 per cent., and announcing, as it did so, that the change 
was intended to facilitate the moving of crops at lower 
cost to the farmer. This statement was, however, to be 
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understood in a Pickwickian sense, inasmuch as the 
borrowing rate of the farmer in the Kansas City district 
is never below 6 per cent., and is more likely to be 7, 8, 
or 9 percent. He is not affected at all by the change ofa 
1} of 1 per cent., which was made in the rate of the Federal 
Reserve Bank at Kansas City in the summer of 1927. 
Other reserve banks, including the Federal Reserve Bank 
of New York, hastened to cut their rates, the changes 
being uniformly and hastily concurred in by the Board 
as fast as they were made. The system seemed to be in 
a fair way to shift over to the 34 per cent. basis, when 
suddenly opposition was encountered from several of the 
mid-western banks which were less complaisant than the 
reserve bank of Kansas City. Eventually the discussion 
came to head with the blunt refusal of the Federal 
Reserve Bank of Chicago to cut its rate as desired by the 
Board and by the Reserve Bank of New York. Just at 
this juncture the Secretary of the Treasury arrived in the 
United States on his return from Europe. He was in- 
formed, instantly upon his arrival, of the controversy 
between the Board and the Chicago Bank, and at once 
resorted to the long-distance telephone, informing the 
then Governor of the Reserve Board that it was not to 
be desired that the Board should order the Reserve Bank 
of Chicago to make the desired rate cut. This suggestion 
was answered in a rather cavalier fashion, the Governor 
informing the Secretary of the Treasury that the matter 
was already settled, the Board having on that very day 
directed the Chicago Bank to make the change of rate 
and that the step had been taken. 

Secretary Mellon’s return to Washington was followed 
soon after by the resignation of Governor Crissinger of 
the Federal Reserve Board. He was succeeded by 
Governor R. A. Young of the Federal Reserve Board of 
Minneapolis, who had been known as an opponent of 
the rate-cutting policy. Mr. Young, however, was by 
no means an extremist, and the Secretary of the Treasury 
felt able, soon after the induction of the new governor 
into office, to give to the newspapers a statement that 
no change in rates was expected as a result of this change 
in administrative headship. The 34 per cent. rate became 
universal throughout the system under the pressure of 
the Reserve Board, and at the same time very large 
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purchases of Government securities were inaugurated in 
New York. The effect of these purchases was to release 
into circulation a corresponding amount of cash or current 
funds, while at the same time the securities themselves 
were withdrawn from the market. This release of funds, 
accompanied by the cut in discount rates already referred 
to, brought about a further easing of the already very 
easy money situation. Speculation became more and 
more intense, and as a result the inflation prevalent in 
the United States became more and more pronounced. 
Brokers’ loans moved steadily forward, and the turnover 
on the stock exchanges became progressively heavier 
and heavier. 

The situation attracted the attention of Congress 
soon after the opening of the New Year. New Year’s 
Day has been the occasion for the issuance of many more 
authoritative market analyses and forecasts, and the 
result has been that public attention has been concen- 
trated a good deal upon the business and financial outlook. 
In the Senate various resolutions of inquiry or of censure 
were introduced. Among these the so-called La Follette 
resolution which enjoined upon the Board reconsideration 
of its discount policy, and effort to curtail brokers’ loans, 
received the serious attention of the Senate Committee. 
Among others who came before the committee were the 
Governor of the Federal Reserve Board, who told the 
organization that he did not know whether brokers’ 
loans were too high or not, and a professor of banking in 
an American university who expressed the opinion that 
the country banks had done quite the right thing to send 
their spare resources to be loaned in the stock market. 
At about the same time President Coolidge was asked at 
a conference of newspaper correspondents what he 
thought of the brokers’ loan situation, and responded 
that, in the opinion of the authorities whom he hac been 
able to consult, the loans were not excessive. In these 
circumstances speculation continued on a high and rising 
scale, and an advance of } of I per cent., reluctantly 
inaugurated by reserve banks following the leadership 
of the Reserve Bank of Chicago, which on January 24 
initiated the increase, proved to be quite inadequate to 
produce any restraining influence. The 4 per cent. rate 
thus established throughout the system was succeeded 
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by a 44 per cent. rate put into effect during May, but this 
change had very little more influence. Toward the end 
of the month open market call rates were raised to 
54 and 6 per cent. and eventually to 7} per cent., and 
early in July to 10 per cent. Influenced by the i increasing 
tightness of money and the general difficulties of the 
situation the Federal Reserve Board issued on June 4 
a general apologia pro vita sua in which it showed how 
the existing situation had developed, and complained 
that the effort to restrict credit was not being allowed 
to take effect. 

In the meanwhile inflation and lax banking manage- 
ment had also produced their effect in another way. 
Foreign sales of securities in the New York market had 
been growing heavier and heavier. During the latter 
part of 1927, the international situation became such as 
to facilitate an outflow of gold, and the movement 
reached a considerable degree of momentum. Before the 
close of the year, about $250,000,000 of gold had been 
shipped. This outward movement was continued during 
the first six months of 1928, so that, all told, the net loss 
of gold to the United States for the year ending June 30, 
1928, has probably been not less than about $650,000,000. 
At first news that the gold was going abroad was received 
with apparent satisfaction by some officers of reserve 
banks, who allowed themselves to say that it did not 
make much difference what became of the metal. The 
country, they thought, could afford to lose it, and need 
not expect to feel any results inasmuch as the reserve 
system was in a position to “ offset’’ or “‘neutralize”’ the 
effects of the shipments by providing a “cushion of 
credit”? which would take up any shock that might 
make itself felt in consequence of this loss of specie. In 
these circumstances, those who were busy shipping gold 
naturally felt warranted in regarding themselves as 
benefactors of the community rather than anything else, 
and continued their efforts to profit by the shipments of 
specie. Soon, in spite of all that had been said about the 
“gold policy” of the United States, the export gold, 
instead of going to those countries that needed it in con- 
nection with the restoration of the gold standard, was 
going all over the world largely to countries where it 
would do no good whatever in connection with stabiliza- 
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tion of the gold standard or anything connected therewith. 

The shipment of gold naturally had a serious effect 
upon the credit-granting power of the country, which was 
already rather severely strained. As compared with 
outstanding deposit liabilities, the banks of the United 
States were holding at the beginning of 1928 not more 
than about $6.50 in gold to every $100 of deposit 
liabilities. As gold continued to move abroad it became 
clear, even to those who had been praising the general 
character of the situation, that conditions could not long 
continue on this basis. As the Reserve Board itself 
expressed the matter in the statement of June 4, to which 
reference has already been made : “‘ During recent months 
increasing pressure on member banks through gold 
exports, security sales by reserve banks, and advances 
in rediscount rates has not had the effect of arresting the 
rapid expansion of member bank credit.’’ So inflated 
had the prices of securities become that reaction had 
evidently been quite imminent for some time past. The 
statement of June 4 may have brought unsettlement to a 
head, and something may have been contributed in the 
same direction by the disappointment attending the an- 
nouncement that President Coolidge would, in fact, not 
become a candidate to succeed himself. At all events, 
very decided recession in stocks and in brokers’ loans 
set in during the second week of June, and the 
downward movement thus inaugurated was the cause of 
tremendous loss to great numbers of people who had 
allowed themselves to be drawn into the speculative 
field, notwithstanding their general ignorance of all 
matters relating to investment or securities. The result 
has been the development of a very disturbed and 
unsatisfactory financial position, with large exports of 
gold continuing and evidently likely to be maintained, 
money rates high both of commercial and speculative 
funds, and the financial situation at large unsatisfactory, 
while the lack of direct control of the Federal Reserve 
Banks over the prevailing conditions has been quite 
conclusively demonstrated. One consequence of the 
experience has naturally been to encourage a demand 
for still further advances in the rate of rediscount. 

The question how this unfortunate year’s experience 
is to be interpreted and what the significance of it may 
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be is of substantial interest from several standpoints. 
First of all, it may be considered from the side of monetary 
stabilization the alleged cause in which the policy of 
cutting discount rates was originally invoked. It would 
be difficult probably to point to any beneficial effects 
upon the cause of monetary stability which could be 
attributed to the lower discount policy of the Federal 
Reserve System. The so-called gold policy of the 
United States has not resulted in bringing about any 
satisfactory redistribution of gold between countries that 
were planning a return to the gold standard. In fact, 
the distribution of gold among the different countries 
has seemed to be rather irrational and without any very 
definite basis, gold being simply allowed to go wherever 
it was asked for as a result of ordinary exchange opera- 
tions. While some gold has been shipped to England, 
and a good deal to France as the result of the latter 
country’s efforts to accumulate a large gold stock, it 
seems probable that this movement of gold has been 
accomplished in spite of the policy of reserve banks 
rather than in consequence of it. A review of Germany’s 
experience does not seem to indicate that the discount 
policy has had any direct or traceable influence upon the 
monetary situation of that country. 

As for the alleged effort to prevent capital flotations 
from taking place on too large a scale on the London 
market (it being preferred to have them occur in New 
York in order to prevent undue drafts upon the fluid 
capital of Great Britain from occurring), we need only 
refer to the international balance sheet which has just 
been worked out by the Department of Commerce at 
Washington, and which shows that the question whether 
the United States was, or was not, a net exporter of capital 
in the year 1927 depends entirely upon data relating to 
short-term lending which are not fully available and 
which, so far as available, may be interpreted in various, 
quite distinct ways. As to this the department says : 


The questionnaire on ‘‘unfunded items of indebtedness,’’ repro- 
duced in the 1926 survey, was sent out again this year. Returns 
were received from 167 leading international banks and investment 
houses, purporting to show changes in (1) the amount of foreign short- 
term funds deposited or invested in this country and (2) the amount 
of American short-term funds deposited or invested abroad. 
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The returns as compiled indicated an increase of about 
$1,052,000,000 in our net short-term indebtedness to foreigners—a 
result impossible to reconcile (1) with the increasing discount on dollar 
exchange in the second half of 1927 accompanied by a heavy outflow 
of gold ; (2) with known transfers of short-teem funds to Europe during 
the months when interest rates were rising there and falling here ; 
and (3) with the rest of the balance of payments itself. 


The conditions which are thus reviewed for 1927 
have not changed during the first half of 1928 in any 
material way. Some classes of foreign borrowing have 
been heavier than they were in 1927, and others less 
heavy. Short-term operations of the kind which caused 
trouble and complications in 1927 have continued very 
much as they did during the preceding year. The low 
discount policy has certainly not had the effect of causing 
the New York market to absorb and carry the entire 
surplus of applications of capital, as some had apparently 
thought it would. 

In its effect upon domestic credit in the United 
States the result of the discount policy has been very 
pronounced, as already explained. This inflationary 
influence has alone been sufficient to defeat the objects 
for which the policy was inaugurated. According to the 
statements of those who have been defending it, the plan 
was originally intended to stabilize conditions in Great 
Britain by avoiding the (predicted) necessity of raising 
discounts there, should we keep ours at 4 per cent. as 
they were a year ago, and by tending to drive current 
funds to the London market instead of attracting them 
to this side of the water. Apparently those who were 
responsible for the policy failed entirely to recognize 
that, even if the objects aimed at could be accomplished, 
they might be paid for at a very high rate, due to the fact 
that the inflation of credit in the United States, and 
particularly in the securities market, was an inevitable 
concomitant. Asa matter of fact, this inflation progressed 
so rapidly as to necessitate the advances in rates that 
have taken place on two occasions during the past six 
months, and may lead to another advance very shortly, 
while at the same time the inevitable result of it has been 
to absorb the credit-granting power of the American 
banking system, and correspondingly to lessen the 
amount of credit extension that could be given upon 
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occasion to foreign borrowers. In this way, therefore, 
the discount rate policy has largely defeated its own 
objects, by bringing about a condition of affairs in the 
domestic market which has reacted unfavourably, instead 
of favourably, upon foreign borrowing and foreign 
money market conditions. 

These three general factors are the aspects of the 
discount policy of the Federal Reserve System which 
are of greatest interest from the international and foreign 
standpoint. From the domestic standpoint of the 
United States and its own problems, perhaps the most 
significant result of the discount policy has been the 
decline in the confidence with which reserve bank manage- 
ment is viewed. A year ago belief was still strong that, 
from the international standpoint, American banking 
was being very carefully managed, and that the system 
would be able to fulfil the promises which it had made with 
respect to price control and credit supervision. As time 
went on more and more extravagant pledges were given 
by reserve bank managers, particularly in the statements 
freely made with reference to their asserted power to 
“offset’’ the effect of gold exports. From about the 
beginning of the winter season onward interior reserve 
banks became convinced that these promises, made by 
some of the eastern institutions, could not be complied 
with; and that, in its international relationships, the 
policy of the reserve system was unsound. The public 
itself had continued to be of the opinion that the reserve 
system as a whole, by changes in its rate of discount, 
could control security and other price movements. 
Experience has shown that nothing of the kind is the 
case, but that, as on former occasions, no such control 
existed, the relationship between the discount policy and 
the price situation being complex, and by no means 
susceptible of any such extended application as had been 
claimed for it. The result of the year’s observation of 
the working of the system, therefore, has been to bring 
about a very large development of uncertainty and lack 
of confidence—changes in point of view which have 
necessarily tended to strengthen the demand, already 
vigorously made in some quarters, for a revision of the 
Federal Reserve Act in a very thorough way. This 
demand has already taken concrete shape in a report made 
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to the United States Chamber of Commerce by a special 
committee of investigation. That report was presented 
to a largely attended meeting, including in its personnel 
both members and non-members of the Chamber of 
Commerce, in Washington at the beginning of June of 
this year. How far the movement will go, and exactly 
when it will come to fruition is still to be seen, but there 
can be no doubt of the importance to be assigned to the 
experience of the past year in forwarding it. 

Policies resolved upon at the central banking con- 
ference of July 1927 have thus been productive of far- 
reaching results, but of results quite different from those 
which had been foreseen at the time the conference held 
its session. They have been very expensive to all con- 
cerned, and to none more so than to the officers of the 
Federal Reserve System who participated in them. 


Great Bankers 


Lord Overstone 


LL sorts of places upon the map have been desig- 
A nated “the grave of great reputations,’ but the 
phrase might equally be applied to the City. 

Not, perhaps, in the usual sense. Plenty of reputations, 
certainly, have been lost there, but even more, without 
being impugned, have been gently obliterated. There 
are many reasons for this. The reputation of the great 
economist and financier usually rests upon achievements 
of great technical complexity. His influence is not 
exercised within that spot of limelight that beats so 
fiercely upon the politician and the soldier. Nor does his 
work remain so obvious to the naked eye as that of the 
architect or engineer. That work has an almost negative 
aspect. It is his part to so influence the intimate councils 
of a Government, to so maintain that delicate atmosphere 
of security which is credit, that no unguarded entry is 
left for panic or disaster. If he succeeds, no one knows 
until, years afterwards, the biographies of statesmen and 
the histories of crises reveal to the astonished public the 
abyss above which they slumbered. If he fails, he is far 
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more sure of notoriety. The name of Overend is 
likelier to be met with in disquisitions on economics 
than that of Overstone. Yet Overstone was one of the 
makers of the system that, with many patchings, abroga- 
tions, and compromises, governs our national bank today, 
and that, though less important than it once was, perhaps, 
is still textually unsuperseded. 

Or it may be that in the almost total oblivion into 
which his memory has now passed, Time’s revenges play 
a part. For, recondite and autocratic as his influence 
was, nearly a century ago, he was not unknown to a 
certain contemporary public—that for which Thackeray 
wrote. There is yet to be read by all who are interested, 
the standard set up by Mr. Jawkins as “the way Jones- 
Loyd looks at it!” 

Jones-Loyd, as he then was, looked at it, for over 
thirty years, in the most decided way. It is difficult now to 
recapture the vital importance of those pronouncements, 
the worth of which has, in most cases, been long conceded. 
The Bank Act of 1844, which Lord Overstone largely 
sponsored, and which, with all its faults, we still love, has 
become so much a part of the settled make-up of English 
currency habit. Weare so used to published accounts that 
we no longer feel the urgency with which he called for 
them. 

He seems to have had the right prophetic gift, in- 
herited on the one side from Nonconformist forbears, 
just as on the other, the distaff side, he had inherited the 
possibilities, soon to become the reality, of immense 
wealth. He inveighed against the iniquitous Poor 
Law of his day with that clear sense which saw, even 
then, the hopelessness of multiplying marketable produce 
and, at the same time, and the same rate, multiplying 
unmarketable humanity. 

The more dubious of his conclusions, those which are 
usually listed as his mistakes, were his resolute opposition 
to decimal coinage, and his low opinion, so vigorously 
expressed, of joint-stock banking. The former 1s still a 
question that is reopened from time to time, without 
result, but always with possibility. The latter not so 
much a mistake as a truth told before its time. Over- 
stone’s worst fears of joint-stockism were never so near 
realization as when he appeared before the committee 
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which inquired with such revealing pertinacity into the 
structure and activities of the new kind of bank. His 
peers, private bankers of his upbringing and cast of mind, 
were all with him. Their theories, if never substantiated, 
were reasonable enough. And there was always the 
forgivable human distrust which the careful private 
banker, who had held on, sometimes so precariously and 
through so much, naturally felt for new rivals who 
appeared then to be proposing to share on many shoulders 
the burden of responsibility that had weighed so heavily 
on many a worthy individual. 

It is, indeed, by no means certain that Overstone and 
those who agreed with him might not have been abun- 
dantly justified, had not the inception and general spread 
of the joint-stock idea synchronized so nearly with that 
upward course of prosperity in England that, despite 
what used to be considered its periodic interruptions, now 
seems to us, as we look back on it, to have been fairly 
continuous from the twenties to the nineties. But was 
he not rather guilty of a super-truth ? His objection to 
the joint-stock bank was its loss of personality. Here he 
hit upon the one cardinal defect of our system which, 
concealed as it has been since his day, may yet reappear 
to trouble us. The casual and hasty note-issues he feared, 
the jerry-built balance sheets, are behind us. But when 
he lamented that the banker no longer met his customer 
face to face, as man to man, did he not see, and only half 
realize, the beginnings of that separation of the banks 
from the rest of trading England which has become 
so pronounced a feature of our time? One halts, in 
imagination, before the thought of his ghost confronted 
with the round dozen of institutions that control our 
destiny. He might say, “I told you so!” but his tone 
could hardly fail to betray complete reassurance. 

Samuel Jones-Loyd was born in 1796, the year in 
which Hudson Gurney came of age, and in which the 
prospects of England were extremely dark. This may 
have given him, as it gave so many of his generation who 
lived from that decade for some eighty years of visible 
betterment, the illusion of continuous, inevitable progress. 
He did not, however, rest upon this. To many happy 
accidents of birth and station he added industry and 
judgment. He had that—apparently necessary—early 
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pietistic training that seems to lie at the root of so many 
of our great fortunes. 

His father was a Nonconformist divine, who had 
married the daughter of Jones, the Manchester banker, 
and forsook the ministry for business. It was at his 
impulse that a London office was opened, on the site of 
which the Westminster Bank’s Lothbury premises now 
stand. It was here that young Samuel Jones-Loyd 
went, after being educated at Eton and Trinity College, 
Cambridge. 

He had also the beginnings of a political career, and 
sat for six years as member “for’’ Hythe. He was a 
Liberal of the sort that, as we now know, Queen Victoria 
considered herself to be—the sort which perished with 
the generation of Sir Edward Holden. He failed to gain 
the suffrages of Manchester and, in 1832, devoted himself 
to business, becoming immediately a recognized expert 
witness before the inquiries of the succeeding years, and 
increasingly a writer on economic, and especially currency, 
questions, and was finally one of the inspirers of the Act 
of 1844, and the trusted friend and adviser of Chancellor 
Wood. 

He succeeded his father in the above momentous 
year, was made a baron in 1850, and lived until 1883, 
dying a millionaire twice over. 

No biography of him exists, and his letters to Cabinet 
Ministers, the ‘‘ Times,” and his correspondence with the 
erudite McCulloch, are his principal memorial outside the 
Act by which our currency system is still governed. It is 
perhaps the monument he would have desired. It is 
eloquent enough to the discerning. 


A Canadian Bank Amalgamation 


On July 13 the Canadian Department of Finance 
approved an agreement whereby the Canadian Bank of 
Commerce will absorb the Standard Bank of Canada. 
The shareholders of the Standard Bank will receive for 
each of their shares one Bank of Commerce share. This 
is an excellent amalgamation as 178 out of the 220 
Standard branches are in centres in which the Bank of 
Commerce is unrepresented. 
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Law Reports 
By Our Legal Correspondent 


S promised last month we deal more fully below 
A with the judgment of the Court of Appeal affirming 
Mr. Justice MacKinnon’s judgment in favour of 
the plaintiffs in the case of Lloyds Bank Ltd. v. Chartered 
Bank of India (see THE BANKER, Vol. v, No. 24, at 
p. 72). The restatement of the law as applied to par- 
ticular facts is full of instruction. A brief narrative of 
the facts is necessary to follow the points discussed. The 
plaintiff bank, which had taken over Cox’s Bombay 
branch, sued the defendant bank for conversion of 
certain cheques to a considerable total value in these 
circumstances. One Lawson was the chief accountant 
at the branch which had an account with the Imperial 
Bank of India, cheques upon which were required to be 
signed by two authorized officials of the branch, one of 
whom was Lawson. Between March 1922 and January 
1924, nineteen cheques were drawn on the account, 
and these cheques were on their face complete and regular, 
being signed by Lawson and his colleague—the signature 
of the colleague being obtained fraudulently by Lawson. 
They were made payable to the defendant bank and were 
sent to them for collection by Lawson together with an 
accompanying letter written on the branch’s official 
paper, but signed by Lawson alone, directing the defen- 
dant bank to collect the cheques and pay the proceeds 
into a joint account of Lawson and his wife which they 
kept at the defendant bank. The defendants acted on 
this instruction. That account was generally in small 
credit till the arrival of each of these cheques, and the 
funds collected on them were promptly drawn out, fre- 
quently by cheques in favour of stockbrokers. In all 
nineteen cases the cheques represented no real transactions 
of the branch, but were fraudulently used by Lawson for 
his private purposes; and by a clever “ cooking ”’ of the 
books he managed to conceal the frauds, which were only 
discovered when he had gone away on leave. 
To the defendant bank’s plea that the cheques, being 
regular and complete on the face of them and signed by 
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the persons having authority to sign them, they were 
entitled to rely on the ostensible authority of the drawers 
as the real authority, Lord Justice Scrutton usefully 
restated the plain principles of law. He said: “In 
my view, it is established that a third party dealing in 
good faith with an agent acting within his ostensible 
authority is not prejudiced by the fact that, as between 
the principal and his agent, the agent is using his authority 
in such a way that the principal can rightly complain 
that the agent is using the authority for his own benefit 
and not for that of his principal. But it is otherwise 
when the third party has notice of irregularity—putting 
him on inquiry whether the ostensible authority is being 
exceeded. In the present case, a subordinate official 
of a bank is steadily paying cheques of the bank by which 
he is employed, made payable to the collecting bank, 
into his own account at that collecting bank. They 
are not cheques which on their face have any relation to 
Lawson, except that he is one of the officers signing; 
and their amounts are such that they cannot be payments 
of salary. It appears to me that, as in A. L. Underwood, 
Lid. v. Bank of Liverpool and Martins (1924), 1 K.B., 
775, these facts put the defendant bank on inquiry. 
It is very important, in my view, to maintain safeguards 
against employees dealing with their master’s property 
without authority. If the cheque had come forward 
without the accompanying authority of Lawson, I do not 
think that the defendant bank would have committed 
conversion merely by collecting the proceeds and asking 
for further instructions.”’ 

The defendants relied also, of course, on the Indian 
equivalent of section 82 of the Bills of Exchange Act, 
and claimed to have collected for a customer without 
negligence. It will be remembered that Mr. Justice 
MacKinnon had held that the bank had not satisfied 
the burden of proof that they acted without negligence, 
and we ventured to say that “‘ he might perhaps have 
gone farther and said there was negligence.”’ The Court 
of Appeal apparently took also the stronger view. Lord 
Justice Scrutton not only rested his judgment on the facts 
of the payment by Lawson of large cheques of his bank 
into his private account and the failure to make inquiries 
of the plaintiff bank as to the regularity of the transaction, 
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but added: “I think examination of Lawson’s account 
should have put the defendant bank on inquiry as to the 
source from which these heavy payments to stockbrokers 
were being made—an account generally in low water 
except for these payments in, immediately reduced by 
payments out.” 

Two subsidiary points were raised. It had been 
argued that the defendant bank were themselves the 
“true owners’ (being payees) and that they therefore 
owed no duty to the plaintiffs but only to themselves 
as ‘‘true owners.” The Lord Justice, however, held 
against this contention; they were payees with notice 
of irregularity by reason of the accompanying instruction 
of Lawson to pay the proceeds into his private account. 
Again it was argued that the defendants had been “ lulled 
to sleep’ by the failure of the plaintiff to detect these 
frauds extending over two years. This is apparently 
a reference to the case of Morison v. Westminster Bank 
(1914), 3 K.B. (see the phrase “ lulled to sleep ’’ employed 
by Phillimore, L.J., at p. 383). The difficulty, however, 
was that no one had been called by the defendant bank 
to say that they were “lulled to sleep.”” Hence this 
defence failed. In connection with it, however, Lord 
Justice Scrutton incidentally observed: “‘ If my butler 
for a year has been selling my vintage wines cheap to a 
small wine merchant, I do not understand how negligence 
in not periodically checking my wine book will be an 
answer to my action against the wine merchant for 
conversion.”’ If this is intended as any adverse criticism 
on the proposition laid down by the Court of Appeal in 
Morison’s case we respectfully disagree with it. But it is 
true to say that the circumstances in Morison’s case were 
peculiar and very unusual, and it is not often that a bank 
can be in a position to say that they have been “ lulled 
to sleep ’’’ by the “ true owner’s’”’ own negligence. But 
when the circumstances are strong enough to warrant 
it, a bank may rely, one would think, on such a plea as a 
reasonable answer. 

This case yields yet another interesting lesson raised 
by a cross-appeal of the plaintiff bank. In the Court 
below, the face value of the cheques converted, which is 
the prima facie measure of damage, was reduced by the 
amount of certain sums paid back to the plaintiffs and 
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alleged to have been so paid by Lawson out of the amounts 
fraudulently converted by him. Thereby it was said the 
plaintiff had only suffered loss to the extent of the 
original amounts as so reduced. The judge at the trial 
allowed this deduction, but on the plaintiffs’ appeal from 
that part of the judgment the Court of Appeal reversed 
this and increased the amount of the judgment to the 
full value of the cheques. By doing so the Court of 
Appeal have more fully explained the view taken by some 
of the textbooks and the profession generally, which has 
been expressed as follows: “‘ He (the converter) may 
escape liability wholly or pro tanto if he can show that the 
proceeds or part of them have reached the true owner or 
been applied for his benefit.’’ And reference is usually 
made to Bevan v. National Bank (1906), 23 ‘‘ Times”’ L.R., 
65; Souchettev.Westminster Bank (1920), 36 ‘‘Times’’ L.R., 
195; and A. L. Underwood v. Bank of Liverpool and 
Martins (1924), 1 K.B., 775. In each of these cases 
the wrongdoer actually devoted part of the proceeds 
to the discharge of the plaintiffs’ debts, or, as in the 
Souchette case, actually to the purpose for which the 
cheques were drawn, and such repayments were treated 
as reduction of damage pro tanto. Lord Justice Scrutton 
was one of the judges in the last-named case and therefore 
did not intend in the case now under review to depart 
from the rule there acted upon by himself. But he points 
out that to apply the rule one requires something more 
than mere proof of receipt of the money by the plaintiff, 
and adds: ‘“‘ Whether any particular payment to the 
plaintiff by one of the wrongdoers reduces the damages 
for conversion must depend on the facts of each case.” 
The payments made by Lawson subsequent to conversion 
and probably part of the proceeds of the conversion were 
made by him into his own private account at the plaintiff 
bank, and it was held by the judge below that thereby 
part of the proceeds had gone back into the coffers of the 
plaintiffs and their loss was reduced pro tanto. This, 
however, was not the same as the appropriation of the 
repayments in the cases cited, and the presiding Lord 
Justice sums up the matter in the words ; 

“The mere proof of receipt of moneys from the 
wrongdoer which, if the owner of the property converted 
had known of the conversion he might have appropriated 
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against his own loss by conversion, does not, in the 
absence of knowledge of the conversion, justify the 
deduction claimed. The cross-appeal therefore succeeds 
on this point and the judgment for the plaintiffs should 
be increased to £17,044 15s. 2d.” 

The distinction drawn by the Court of Appeal appears 
to be rested on this, that to render a repayment sub- 
sequent to the conversion a reduction of damages, the 
payment must either be proved to be in fact a return of 
a part of the property actually converted; or be so 
appropriated as by the express or implied consent of the 
injured party to be treated as in fact an actual reduction 
of the loss sustained by the conversion. A party suffering 
loss by conversion of his property is entitled to the 
proper measure of damages referable to the conversion, 
and such damages are not reduced by other payments 
or benefits taken by him in reference to quite another 
transaction not in any way related to the consequences 
of the conversion. 


Central Banking Bulletin 


BANK OF FRANCE 


N order to reduce the discrepancy between gold import 
| point and gold export point, the Bank of France has 
reduced, until further notice, the minting charges from 
40 f. to 20 f. per kilo ‘goo fine gold. It will not charge 
anything for assays, but will accept the certificate of firms 
appointed for that purpose. In the absence of such 
certificates, the seller has to guarantee the fineness of the 
bars. As a result of these alterations, the gold import 
point of the franc has advanced from 123.77 to 123.92. 
A Belgian financial group acquired a large block of 
Bank of France shares and intended to issue share cer- 
tificates equivalent to one-tenth of the shares. On the 
intervention of the Bank of France, the Belgian Finance 
Minister prevented the transaction. It was feared that 
the issue would lead to speculation in Bank of France 
shares. 
The board of directors has fixed the dividend for the 
first half of 1928 at 165 f. free of tax, equal to the last 
two half-years. 





CENTRAL BANKING 131 


REICHSBANK 


In a speech delivered at the seventy-fifth anniversary 
of the Braunschweigische Bank und Kreditanstalt, Dr. 
Schacht made some interesting remarks on the amal- 
gamation of the German note issue. He said that the 
note-issuing right of a commercial bank is a handicap 
to its free development. It might well be asked, there- 
fore, whether, from the point of view of the Federal 
States possessing banks of issue, it would not be advisable 
to abandon the note-issuing right and to seek a settlement 
to that end with the central institution. 

The Reichsbank has purchased another post of gold 
from the State Bank of the U.S.S.R., amounting to over 
£1,000,000. A similar amount was purchased some 
weeks ago. 


BANK OF ITALY 


The shareholders’ meeting of the Bank of Italy has 
approved the personal changes in the management of the 
bank announced in this section last month. Signor 
Bonaldo Stringher has thus been appointed governor 
of the bank. 

A royal decree was published recently, with reference 
to the application of the Stabilization Decree. The bank 
is entitled to grant advances to the Treasury not ex- 
ceeding 450,000,000 lire, bearing interest of 2 per cent. 
On the other hand, the Treasury has to keep a balance 
of at least 50,000,000 lire with the bank, which will allow 
interest on the surplus in excess of that amount at 
14 percent. The bank has the right to convert its foreign 
exchange reserve into gold reserve. It is authorized to 
reduce its note circulation when it can be done with the 
least inconvenience to the market. 


NETHERLANDS BANK 


At the meeting of the shareholders of the Netherlands 
Bank, the dividend for 1927 has been fixed at 104 guilder 
against g1 guilder for 1926. In the course of last year, 
the metallic reserve increased from 441,148,035 guilder 
to 461,361,589 guilder. The note circulation declined 
from 819,200,000 guilder to 809,500,000 guilder. Dis- 
counts fell from 246,100,000 guilder to 232,500,000 guilder. 
In his address to the shareholders, Dr. Vissering stated 
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that the Belgian stabilization credits concluded with a 
group of central banks in 1926, expired in 1927, without 
having been drawn upon. The moral effect of the exis- 
tence of the credit was, in itself, sufficient to discourage 
speculation. Another interesting fact revealed in the 
address was that the Netherlands Bank bought in London 
gold to an amount of over £900,000 in 1927, which accounts 
for part of the purchases made by the Bank of England 
on behalf of the “‘ unknown buyer.” 

The report admits the failure to put gold coins into 
circulation. The coins disappeared and were sold abroad. 
It has been decided to limit the issue of gold coins to 50 
guilder per person per day. The total amount issued 
during 1927 was 2,218,000 guilder, of which 892,000 
guilder was withdrawn. 


YUGOSLAV NATIONAL BANK 


The shareholders’ meeting of the National Bank of the 
Kingdom of Serbs, Croates, and Slovens, have approved 
the modification of the statutes of the bank in accordance 
with the requirements of the currency reform. The share 
capital will be raised to 240,000,000 dinars, with authority 
to raise it further to 500,000,000 dinars. 

Mr. Ljuba Srekovic, the new governor of the National 
Bank, died on June 28, after a short illness. He was 
appointed governor only three months ago, and enjoyed 
high reputation in Yugoslav banking and business circles. 


TURKISH STATE BANK 


On the invitation of the Turkish Government, Dr. 
Vissering, president of the Netherlands Bank, paid a visit 
to Angora to examine the possibilities of the stabilization 
of the Turkish pound. He has submitted his report, 
according to which the present note circulation does not 
cover the requirements of the population. Stabilization 
has to be carried out in practice before a legal stabilization 
can be introduced. He disapproves of the methods of 
exchange control with the aid of which the Turkish 
Government attempts to stabilize the currency. He 
considers the financial situation on the whole satisfactory, 
so that it should not be difficult to stabilize the currency. 
He recommends the establishment of a bank of issue. 
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It appears certain that the Turkish Government will 
not be able to establish a central bank without foreign 
aid. Originally, it was hoped that the proceeds of the 
sale of the Crown jewels, together with the profits arising 
from the lost Treasury notes, would provide the funds 
for the new bank. In fact, the latter item was much 
under expectations, as the greater part of the Treasury 
notes thought to be lost was eventually presented for 
exchange, so that the profits from this source will be 
comparatively small. It is believed that foreign banks 
operating in Turkey, such as the Ottoman Bank and the 
Deutsche Orientbank, will participate in the new bank, 
provided that existing rights are settled. A currency and 
bank reform bill will be introduced to the National 
Assembly in November. 


The London and New Zealand Bank 


A Bill was recently introduced into the New Zealand 
House of Representatives for the granting of a charter 
to the London and New Zealand Bank. The promoters 
state that the bank will have a nominal capital of 
£2,000,000, half of which is to be provided before the issue 
of the charter. One of the main objects of the new 
bank is to provide additional financial facilities for 
agriculturists. 


Death of Sir David Yule 


On July 3 died Sir David Yule, member of the 
eminent Indian merchant house of Andrew Yule and 
Company and a director of the Midland Bank. Born 
in 1858 he spent most of his life in India where he 
amassed a huge fortune. 











134 THE BANKER 


Some Advantages of Banking 
Amalgamations 
By Claude Luttrell 


T HE prejudice against the absorption of the smaller 
country banks by the “ Big Five’’ has not entirely 
died out, and occasionally one meets a bank cus- 
tomer who still regrets the change from the good old 
days of banking when the personal element entered more 
into his business transactions with the bank than, to his 
way of thinking, it does with the ‘‘ Big Five.” 

No doubt in the earlier days of country banks the 
managers were given more discretion to make advances 
with or without security than is allowed in more recent 
times. This discretion was rather frequently abused, 
with the result that an unduly large amount of the banks’ 
resources was “locked up” and a certain proportion of 
these unsecured advances had eventually to be written 
off as bad debts. The close supervision of a competent 
head office staff has tended to eliminate the somewhat 
haphazard methods of country banking in the past; the 
personal touch between the customer and the bank 
manager has not been affected, legitimate applications 
for advances are quite as readily granted, though the 
manager’s discretion is now tempered by having to 
obtain the sanction of his head office before he can 
actually say “yes” to the customer. It does not require 
very much tact to satisfy the customer that any legitimate 
application will be favourably entertained, but if the 
manager cannot recommend the advance to his head 
office he must not allow the customer to go away with the 
impression that, though the manager would personally 
sanction the advance, the blame for turning it down must 
be laid on the “ people in London.” 

Of course, there are times when the application is 
urgent, and the manager has to give a direct “‘yes”’ or 
“no,’’ merely asking his head office to confirm his decision. 

However carefully the rules and regulations are 
framed, banks cannot dispense with the human factor; 
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a bank with a thousand branches or more is bound to have 
a certain number of managers who lack the tact to convey 
to the customer, without giving him offence, that his 
application has been turned down by the head office; 
if the manager has held out false hopes he is naturally 
in a quandary when his head office points out the weak 
spots in his recommendation and refuses to give its 
sanction; obviously the manager who shrinks from the 
duty of saying ‘“‘no,” and relies on the application being 
turned down by his head office, finds himself in rather 
an awkward position when he has to confront the 
customer. Head office officials are spared these painful 
interviews ! 

Banking facilities have increased enormously in recent 
years; the resources of the big banks enable them to 
make advances for legitimate trade purposes on a vastly 
larger scale than was within the scope of the smaller 
banks. This does not mean that the small borrower is 
neglected—an application for a loan of {£50 receives 
quite as careful consideration as one for £5,000—but 
applications for advances running into very big figures 
from companies and manufacturers with large turnovers 
can be entertained by the big banks, whereas the smaller 
country banks had not the resources at their disposal 
and consequently had to decline the business. 

Another and a very important advantage which the 
customer reaps from centralization of banking is the fact 
that, however large his application may be, he can be 
assured of its being dealt with by return of post. In the 
days of the smaller country banks a committee of the 
directors met once a week to deal with proposals for the 
larger advances, with the result that the customer had 
frequently to wait for several days before he could get a 
definite reply to his application ; this delay was no doubt 
a source of much inconvenience to the customer, and 
would be very much resented in these days when modern 
banking methods have superseded the antiquated 
procedure of dealing with proposals only once a week. 

Then committees were mainly composed of worthy 
country gentlemen who probably took more interest in 
high pheasants than high finance; the system was no 
doubt initiated by the advice of Walter Bagehot, as 
suggested in his classic work, “Lombard Street,’ in his 





136 THE BANKER 


chapter on “ Private Banks”’; to quote his words : “ The 
great private banks will have, I believe, to appoint in 
some form or other, and under some name or other, some 
species of general manager who will watch, control, and 
arrange the detail for them. The shape of the organiza- 
tion is immaterial; each bank may have its own shape, 
but the man must be there. The true business of the 
private partners in such a bank is much that of the 
directors in a joint-stock bank. They should form a 
permanent committee to consult with their general 
manager, to watch him, and to attend to large loans and 
points of principle. A subsidiary advantage of this 
organization is that it would render the transition from 
private banking to joint-stock banking easier, if that 
transition should be necessary.” 

When the private country banks were converted into 
joint-stock banks the managers of the various branches 
were given considerable latitude, and only the larger 
applications for loans were referred to the bank’s head 
office for the sanction of the committee. The applicant 
for a moderate advance probably got a definite “yes” 
or “no” at his interview with the manager, but the 
applicant for a loan of larger figures had to wait for a 
reply till the manager had submitted the proposal to the 
committee, which might not be sitting for a week. 

To customers who are not in the habit of applying to 
their bankers for advances the advantages I have men- 
tioned naturally do not appeal, but the facilities which 
the big banks arrange for their customers’ cheques to be 
cashed at any of their numerous branches, or at those 
of their agents, as well as the system of letters of credit 
which enables travellers to obtain money all over the 
world, are benefits which the smaller banks were obviously 
not in a position to provide to anything like the extent 
which is available in these days. 

Reverting to the human factor; in country districts, 
especially among farmers who are proverbially conserva- 
tive in their business methods, it is not unusual to meet 
with cases of customers who pay little regard to the name 
of the bank and prefer to inform their friends that they 
bank with Mr. So-and-so, the manager; in the West of 
England this personal touch is very pronounced, and an 
unpopular manager will soon find himself shedding 
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accounts; sentiment for the name of the bank is a thing 
of the past, but the personality of the manager survives. 
Of course, there will always be square pegs in round holes, 
and a certain proportion of country managers whose 
livers cannot be persuaded to function properly by either 
Mr. Beecham or Mr. Carter; the remedy is not far to 
seek, the square pegs can be removed to square holes, 
and the managers with chronic livers can be promoted 
to official positions where their duties do not entail 
interviews with the bank’s customers. 

The advantages to the staff are undeniable; pensions 
have been put on a basis which assures a pension to the 
bank officer on his retirement at a certain age, whereas 
in the days of the smaller country banks pensions were 
only granted at the discretion of the directors, and it was 
distinctly laid down that no member of the staff could 
claim a pension on retirement after a fixed period of 
service. In addition to this, provision is now made for a 
pension to the widow as well as an annual allowance to 
the pensioner’s or his widow’s children up to the age at 
which they are expected to be commencing to earn their 
own living. 

Salaries have trebled, and a clerk entering the service 
of a bank now knows that, unless he proves incompetent 
or misbehaves himself, his salary will rise on a fixed scale 
till he shall have qualified for a post of responsibility 
carrying a salary commensurate with his more respon- 
sible duties. Holidays are on a much more liberal scale. 
The manager of a small country branch had to be content 
with a fortnight’s holiday in the year, inclusive of Sun- 
days, whilst in these days he is entitled to thirty working 
days after thirty years’ service, and a clerk of twenty 
years’ service to twenty-one working days. 

No doubt the guilds of the bank staffs have been 
instrumental in obtaining many of these concessions and 
deserve the eternal thanks of the staff for their good work. 

There were no doubt many instances of generous 
treatment by individual partners of the old private banks 
to members of the staff, who through illness or misfortune 
had fallen on bad times, but collectively; bank officers 
had to be content with low salaries and meagre holidays 
for which casual instances of charity were but inadequate 
compensation. 

L 
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A day off on alternate Saturdays for a manager after 
a fixed period of service or with a salary above a certain 
figure is another boon. 

Little or no encouragement was given by the country 
banks to clerks who wished to obtain the certificate of the 
Institute of Bankers; whereas the “Big Five” give a 
money prize of {15 to the clerk who obtains a certificate 
in Part I within the first ten years of service, and a money 
prize of £30 on obtaining a certificate in Part II within 
the first fifteen years of service. The mere fact that a 
clerk is anxious to pass these examinations is a sign that 
he takes an intelligent interest in his work and that he is 
ambitious to gain the more responsible posts in the bank. 

The younger generation of bank clerks, perhaps, do 
not always appreciate the fact that their salaries are paid 
free of income tax; it was always a grievance to the staff 
that the country banks made a practice of paying the 
dividends to their shareholders free of tax, but the salaries 
of the men who had helped to earn the dividends were 
paid subject to tax. 

I have left the most important advantage till the last, 
namely, the opportunities which the big banks provide 
for men of exceptional ability. The salaries of general 
managers and heads of departments at the head offices 
of the banks are, indeed, plums, and the attainment of 
these offices is within the reach of any bank officer who 
can prove himself worthy of the responsibility which these 
posts entail. 


Mr. Alexander Goschen 


We regret to record the death of Mr. Alexander Henn 
Goschen, senior partner of Messrs. Goschens and Cun- 
liffe’s, and a director of the Midland Bank, the Northern 
Assurance, and the Indemnity Mutual Marine Insurance 
Company. 

Mr. Goschen was connected with Messrs. Goschens 
for more than half a century and succeeded his brother, 
the late Mr. Charles Goschen, as senior partner in 1915. 
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International Banking Review 


UNITED STATES 

T appears that, though the Wall Street boom has been 
| checked, the banking expansion continues. Several 

capital increases were announced recently, mainly by 
medium and small banks, as the leading banks have 
already increased their capital. Several new amalgama- 
tions have also been announced, mainly in out-of-town 
centres. Arrangements are being made for the amalga- 
mation of the National City Bank of Los Angeles with the 
California Bank of Los Angeles. Holders of the shares 
of the former will receive one California Bank share in 
exchange for each four shares they hold. Shareholders 
representing 75 per cent. of the capital have already 
agreed to accept the offer. The combined resources of 
the two banks will exceed $100,000,000. An amalgama- 
tion has also been arranged between the Republic National 
Bank of Dallas and the Republic Trust and Savings Bank 
of Dallas. The new bank’s name will be Republic 
National Bank and Trust Company. Its capital is 
$5,000,000, and its total resources amount to $39,000,000. 
The amalgamation of the United Capital National Bank 
with the Manufacturers Trust Co. has been completed. 
As a result, the number of branches of the latter have 
increased to thirty, and the number of its customers 
exceeds 300,000. The combined institution has a capital 
of $17,500,000, and reserves and undivided profits of 
$32,000,000. Deposits amount to $275,000,000. 

The real estate firm, S. W. Straus & Co., has esta- 
blished a new bank in Chicago, under the name of Straus 
National Bank and Trust Co. The object of the new bank 
is to issue foreign loans, especially mortgage bonds. 


FRANCE 

The Banque Oustric, which was established in 1919, 
and repeatedly increased its capital during the last few 
years, will proceed to another capital increase from 
60,000,000 f. to 100,000,000. On this occasion the 
London banking firm, Bernhard, Scholle & Co., Ltd., is 
taking a participation in the bank. Mr. B. J. M. Bebb, 
a director of the London firm, will join the board of the 
Paris bank, which includes, among others, Signor Gualino, 
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of the Snia Viscosa, and representatives of the Banque 
Adam. The new shares of 250 f. nominal will be issued at 
1,000 f., as a result of which the bank’s reserves will be 
increased by 120,000,000 f. Apart from British, French, 
and Italian interests, Swiss and other interests are also 
represented in the bank, which is an example of the 
post-war tendency towards internationalization in bank- 
ing. The: bank belongs to the category of “‘banques 
d’affaires,”’ and has commitments in industrial and 
mining enterprises. 

A number of finance companies have been established 
since the war, with the participation of banks, for the 
purpose of financing industrial credits. In consequence 
of the stabilization, the increase of the capital of several 
of them has been decided. The Union pour le Crédit a 
l’Industrie Nationale, which was established in 1919 by 
the Comptoir National d’ Escompte and the Crédit 
Lyonnais, will increase its capital from 25,000,000 f. 
to 50,000,000 f. The Société de Crédit a 1l’Industrie 
Automobile will increase its share capital from 20,000,000f. 
to 50,000,000 f. Its control will be transferred from the 
Citroén interests to a banking group including Messrs. 
Lazard Fréres, Morgan & Cie., Paris, and the Commercial 
Investment Trust, New York. It will not confine its 
activities any longer to the financing of the sale of Citroén 
cars. Another industrial finance corporation, which 
combines the activities of a holding company with that 
of a finance company, the Union Européenne Industrielle 
et Financiére, which is controlled by the Schneider- 
Creuzot group, is increasing its share capital from 
112,500,000 f. to 140,000,000 f. Of the new shares, 
12,000,000 f. will be taken over by a Dutch group. 

The following figures compare the net profits of some 
banks for 1927 with those of 1926 :— 

1927 1926 
(In Francs) 
Société Parisienne de Banque ba .. 6,241,000 5,890,000 
Banque Commerciale Africaine .. .» 4,507,000 3,036,000 


Banque de Bret tagne .. 2,283,000 3,425,000 
Banque Frangaise des Pays d’Orient .. 1,711,000 1,040,000 


The Banque Frangaise de Maroc has decided to 
increase its share capital from 30,000,000 f. to 45,000,000 f. 
through the issue of 150,000 new shares of 100 f. each, 
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ITALY 


The Government’s efforts to eliminate the small and 
weak banks has resulted in a number of capital increases 
and amalgamations. The latest capital increase is that 
of the Banca della Venezia Giulia S.A., which raised its 
share capital from 5,000,000 lire to 12,500,000 lire. 
According to a decree issued in December last, all savings 
banks with deposits less than 5,000,000 lire have to 
amalgamate with other savings banks, while regarding 
those whose deposits are between 5,000,000 Jire and 
10,000,000 lire the decision rests with the Minister of 
National Economy. 

Surveying the methods of national thrift, Signor G. 
Ceretti, vice-president of the Cassa di Risparmio delle 
Province Lombarde, pointed out that, while Post Office 
savings banks collected deposits in that province to an 
amount of about 110,000,000 lire, ordinary savings banks 
hold deposits of 150,000,000 lire. Previous to the new 
legislation, there were about 200 savings banks in the 
province, which number will be reduced considerably as 
a result of the new legislation. Apart from eliminating 
the weaker banks, the measure provided for the grouping 
of savings banks into district federations, which are to 
co-ordinate the activities of the member banks, and build 
up, in addition to the reserves possessed by each, a com- 
mon reserve fund available for any of the federated banks. 
The aim of the legislation is to create six or eight of these 
organizations. 


BELGIUM 


The outstanding event in Belgian banking was the 
failure of the late Captain Loewenstein to acquire the 
control of the Banque de Bruxelles. He managed to 
buy about 54,000 shares, which were, however, far from 
sufficient to acquire the control of the bank. 

At the extraordinary shareholders’ meeting on June 
29, the management proposed to increase the bank’s 
capital from 400,000,000 f. to 440,000,000 f. through the 
issue of 800,000 shares of 50 f. each. These shares were 
to carry the same voting right as the existing 800,000 
of 500 f. each. By this means the control of the bank 
was to be held by the owners of the new shares, 
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Captain Loewenstein opposed this increase, stating that 
it was illegal. The chairman, M. Despret, pointed out 
that the same system had been adopted by the Société 
Générale de Belgique and by the Cie. du Catanga. The 
proposals were adopted by 369,000 votes against 54,000. 

Another capital increase decided upon recently is that 
of the Banque Centrale Anversoise, which will raise its 
capital from 75,000,000 f. to 100,000,000 f. The new 
shares will be taken over by the Banque de Bruxelles. 
The Banque Gantoise de Crédit will increase its capital 
from 10,000,000 f. to 20,000,000 f. On the other hand, 
the Bank Belgo-Argentine, Brussels, has decided to write 
down its capital from 12,000,000 f. to 6,000,000 f. and 
to raise it subsequently to 15,000,000 f. The majority 
of the new shares will be taken over by a foreign group 
headed by the Banque Populaire Suisse, Berne. The name 
of the bank will be changed into Banque Belgo-Helvetique. 

Two new banks have been established recently. The 
Belgian-American Bank was established in Brussels with 
a capital of 20,000,000 f., with the participation of the 
Banque Radoux and the Crédit Agricole. Its principal 
task will be to further banking interests in South America. 
Another new bank under the name of Banque Industrielle 
d’Anvers was recently established at Antwerp, with a 
capital of 20,000,000 f. 


HOLLAND 

A new financial house was established recently in 
Amsterdam, under the name of Nederlandsche Crediet-en 
Financiering Maatschappij. The following financial 
houses participate in the share capital of the company : 
Nederlandische Handel-Maatschappij, Pierson & Co., 
Amstelbank, Amsterdamsche Crediet Maatschappij, Men- 
delssohn & Co., R. Mees and Zoonen, Heldring and 
Pierson, N. M. Rothschild and Sons, Robert Fleming & 
Co., S. Japhet & Co., Ltd., Prudential Assurance Com- 
pany, Ltd., Industrial Finance Corporation, Ltd., Swiss 
Bank Corporation, Union Bank of Switzerland, Basler 
Handelsbank, M. M. Warburg & Co., Simon Hirschland, 
A. Levy, Oesterreichische Credit-Anstalt, Kux, Bloch & 
Co., Dillon Read & Co., and the International Acceptance 
Bank. The board of directors includes Mr. Paul Linden- 
berg, of Messrs. Japhet & Co., chairman of the Industrial 





= eo 7 








INTERNATIONAL BANKING 143 


Finance Corporation, Ltd. The international group which 
established this company is practically identical with the 
group controlling the Industrial Finance Corporation in 
London. The object of the new firm is to carry on 
financial transactions which are outside the scope of the 
participating banks, such as long-term loans to industrial 
enterprises. 

The report of the Bank-Asociatie for 1927 stated that 
the improvement of the bank’s business continued during 
the past year. The net loss amounted to 1,330,000 
guilder, which was covered from the special reserve fund. 
No other loss was incurred during the last year. The loss 
originated from previous financial years. The net profits 
of the Nederlandische-Indische Bandelsbank for 1927 
amounted to 6,250,000 guilders, the same as in 1926. The 
dividend remains unchanged at Io per cent. 


SWITZERLAND 

The German banking house, Lazard-Speyer-Ellissen, 
Berlin and Frankfort, is extending its interests in 
Switzerland. It has already a participation Société 
Financiére Danubienne, and has acquired an interest in 
the recently established Compagnie Fonciére et Bancaire, 
Geneva. This firm will increase its capital from 
2,000,000 to 4,000,000 f. Its main object is to specialize 
in German mortgage business. 

It was reported some time ago that the Schweizerische 
Vereinsbank, which failed last year, would pay a dividend 
of 5 per cent. to its creditors. It appears now, however, 
that even this forecast was too optimistic, as the 
liquidators will be unable to pay more than 1°6 per cent. 

The net profits of the Banque Cantonale Neuchateloise 
for 1927 amounted to 2,484,000 f., practically the same 
as for 1926. The Zuger Kantonalbank earned net profits 
of 407,000 f. for 1927 against 401,000 f. for 1926. 


AUSTRIA 


Sir Henry Strakosch, G.B.E., director of the Anglo- 
International Bank, Ltd., has joined the board of the 
Oesterreichische Credit-Anstalt, the leading Austrian bank. 
It will be remembered that when the latter took over the 
foreign branches of the late Anglo-Austrian Bank the 
Anglo-International Bank received in exchange a block 
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of Oesterreichische Credit-Anstalt shares, and appointed 
its representative on the board of that bank. 

The net profits of the Mercurbank A.G., Vienna, 
amounted to 846,000 schillings for 1927. The dividend 
has been fixed at 6 per cent. The bank will increase its 
share capital from 12,000,000 schillings to 20,000,000 
schillings, and the new issue will be underwritten by a 
syndicate headed by the Darmstadter und Nationalbank. 

The accounts of the Austrian Post Office Savings 
Bank close with a net loss of 41,000,000 schillings for 
1927. This is still an after-effect of the speculation during 
previous years in association with the financier S. Bosel. 
The loss will be covered from the 53,300,000 schillings 
granted by the Government for the reconstruction of the 
Savings Bank. A reserve of 12,000,000 schillings will be 
constituted. 

It was reported some time ago that the Hungarian 
General Credit Bank would increase its capital this year. 
It is now understood that the increase will not take place 
until next year. It is expected that the new shares will 
then be placed abroad on more favourable terms than 
those obtainable at present. 

It is reported from Budapest that the post of the 
president of the Central Corporation of Banking Com- 
panies, which is at present vacant, will be filled by the 
appointment of Baron Koranyi, late Hungarian Finance 
Minister and Hungarian Minister in Paris. 


RUMANIA 
The amalgamation movement among Rumanian 
banks continues. The Banca Commerciale Italiana si 
Romana has absorbed the Banca Agrara Timisana, which 
was affiliated with the Banca Ungaro-Italiana. Both 
Banca Commerciale Italiana si Romana and the Banca 
Ungaro-Italiana are controlled by the Banca Commerciale 

Italiana, Milan. 

YUGOSLAVIA 
The movement of amalgamation among Yugoslav 
banks has made further progress during the past month. 
An agreement has been reached for the amalgamation 
of the Yugoslav Discount and Mortgage Bank, Zagreb, 
with the Bosnian Bank, Sarajevo, and the Agrarian 
and Commercial Bank, Sarajevo and Belgrade. It will 
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be remembered that the Yugoslav Discount and Mortgage 
Bank was formed only recently through the amalgamation 
of theCroatian Discount Bank with the Croatian-Slavonian 
Land Mortgage Bank. The name of the new bank will 
be Yugoslav Union Bank. Its share capital will be raised 
to 175,000,000 dinars, and it will thus be the largest 
Yugoslav joint stock bank. Its reserves will exceed 
50,000,000 dinars. The foreign banks which participate 
in the share capital of the three banks about to amal- 
gamate will retain their interests in the new bank. Among 
others the Anglo-International Bank has an important 
participation in the Yugoslav Discount and Mortgage Bank. 

The shareholders’ meeting of the Agrarian and Com- 
mercial Bank has approved the accounts for 1927 showing 
a net profit of 3,123,000 dinars. The dividend has been 
fixed at 10 per cent. 

NORWAY 

Several small local banks have been established 
recently in Norway to take the place of the banks which 
failed during the last few years. The Aalesund og More 
Privatbank A/S was established with a share capital 
of 500,000 kroner. The Tromso Forretningsbank A/S 
was established with a share capital of 476,000 kroner. 
A new bank will be established in Drammen, to take the 
place of the Drammens Privatbank. 

It appears that the succession of failures has at last 
come to an end. No new suspension has been reported 
recently and the disentanglement of the banks which 
got into difficulties is making headway. The Holme- 
strand og Oplands Aktiebank reduced its share capital 
from 1,000,000 kroner to 750,000 kroner. 


DANZIG 


Banks in Danzig had a rather unfavourable year. 
The accounts of the Danziger Landwirtschaftsbank for 
1927 closed with a net loss of 327,000 gulden, against a 
net profit of 43,000 gulden for 1926. An amount of 
284,000 gulden had to be applied to writing off bad debts. 
The net profits of the Jewish Public Bank of Danzig, 
which is closely associated with the Jewish Colonial Trust 
in London, declined from 30,000 gulden for 1926 to 15,000 
gulden for 1927. The dividend has been reduced from 
7 per cent. to 5 per cent. 





146 THE BANKER 


LATVIA 


Contrary to previous reports, the British Overseas 
Bank decided not to participate in the Riga International 
Bank. The reconstructed board of that bank includes 
several members of the Hoff family of Riga. It was 
also reported that this family had acquired the share- 
holding of the Roechling interests, but this report was 
denied by the management of the Riga International 
Bank. 

The net profit of the Riga Commercial Bank for 1927 
was 180,000 lats. The net earnings of the Riga Merchants 
Bank amounted to 200,000 lats, those of the Latvian 
Private Commercial Bank to 180,000 lats, those of the 
Libau Merchants Bank to 187,000 lats, and those of the 
Riga Town Discount Bank to 199,000 lats. 


POLAND 


The Polish Government intends to increase the capital 
of the Bank Gospodarstwa Krajowego from 120,000,000 
zloty to 220,000,000 zloty. The new shares will be 
placed with Government-controlled enterprises, munici- 
palities and other corporations. One of the objects of the 
transaction is that the bank should not be any longer 
under the exclusive control of the Government. 


SPAIN 


The Banco de Vizcaya has decided to increase its 
capital from 40,000,000 pesetas to 50,000,000 pesetas. 
The new shares will be offered to the old shareholders 
at a price of 1,200 pesetas per share of 500 pesetas nominal. 
The market price of the shares is at present over 2,000 
pesetas. 

The banking firm Chaves y Compania suspended 
payments. Bankruptcy preceedings have been initiated 
against it. Its total liabilities amount to about 23,000,000 
pesetas. It was established in 1922. 


SOVIET RUSSIA 


The Soviet Government has ordered the reorganization 
of the Bank of Commerce and Industry and the Bank 
of Electrical Industry. They will amalgamate under 
the name of Bank for Long-Term Credits to Industry 
and Electrification. 
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The First Results of Stabilization 
By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


MONTH has passed since the franc was stabilized. 
A The results of this operation cannot evidently yet 

be measured, but some of them have begun to 
show themselves clearly. 

It is naturally on the Bourse, the principal capital 
market, that the consequences of the new situation have 
made themselves felt most rapidly. 

Careful examination on this side shows that over the 
month the volume of capital employed on the Paris 
market has tended to diminish. The fall in French 
securities is not very large, but it is general, extending 
from Rentes to industrials and including banking shares. 
The high prices of State funds, which lately aroused the 
pride of M. Poincaré when he discussed his financial 
achievements, have frittered away. 

Even the shares of the Bank of France maintain 
themselves with more or less difficulty at a lower level 
than that of last June. And yet the agreement between 
the bank and the State which accompanied the new 
status of the franc is very advantageous to the issuing 
institution. The arrangement has provoked some rather 
lively criticism, and doubtless other methods could have 
been found which, without prejudicing the legitimate 
interests of the bank, would have retained substantial 
advantages for the State. But we may pass over this 
point since what is done is done. It is only interesting 
to note that the shares of the bank, after a rather brisk 
rise in the days immediately following stabilization, have 
finally suffered the common lot of all quoted securities 
in spite of their privileged position. Such a general fall 
is not explained by the reasons put forward in the French 
financial Press. The dramatic disappearance of a finan- 
cier, the dismissal of the Italian Finance Minister, and 
incidents in the Balkans are not events comparable in 
importance to the French stabilization, and we are com- 
pelled to think that if the Bourse has shown and still 
shows such weakness, it is because it has not found in 
stabilization the relief which many expected. 
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This alone affords a striking contrast with the Belgian 
stabilization. It will doubtless be remembered that in 
Brussels the new monetary equilibrium was followed by 
a general rise. For what particular reason has the 
contrary occurred in Paris ? 

Setting aside the accidental circumstances to which 
the Bourse people attach exaggerated importance, it 
may be asserted that stabilization, instead of attracting 
foreign capital has diverted it from the French 
market. 

The reader will not have forgotten that for a year now, 
and for a long time unsupported, I have been concerned 
with the possible dangers for the future created by the 
delay in legal stabilization and by the methods employed 
to ensure de facto stabilization. 

Recently, an eminent German economist and financial 
expert, M. Alfred Landsburgh, has expressed on these 
two points an opinion extremely close to mine. Doubt- 
less he has noticed, with all impartial observers, that during 
the waiting period, “‘ superfluous and harmful,’’ which 
M. Poincaré prolonged for eighteen months, the great 
influx of foreign money which poured into France brought 
some advantages: momentarily it strengthened the 
French position on the money markets. But these 
advantages have had a dangerous counterpart, ‘‘the great 
liquidation which was bound to occur with the with- 
drawal of the foreign capital which had been attracted 
to France for speculative purposes.” M. Landsburgh 
thinks that the danger constantly increased during the 
eighteen months of waiting, and he does not conceal his 
opinion that experience alone will show whether the 
legal stabilization of the franc was not affected much 
too late. 

What has occurred on the Bourse during the past 
month shows how well this fear is founded. No doubt 
the Bank of France, judging by its last balance-sheet, 
has not yet had to face large offerings of francs; but it 
is patent that large amounts of capital, hitherto employed 
on the Paris market, have been disengaged from all 
commitments and are only waiting an opportunity to 
depart abroad. Since France no longer offers the 
exceptional attraction of a further revalorization, she is 
now faced with large international displacements. 


a 


ae ate 


ae 


Per wR) 


Fe 
E 








STABILIZATION 149 


It will be curious to observe in the near future the 
repercussion on the French market of the recent increase 
in the American discount rate. Already, following on 
the measures taken by the Federal Reserve Bank there 
was a momentary rise of fifteen centimes on the dollar 
in Paris, a rise which was repeated several times and 
evidently reflected transfers of capital to New York. 
The great current recently directed towards France is 
no doubt now about to cross the Atlantic from east to 
west. There is much talk of the export of British 
capital attracted by the rise in the American rate. In 
view of the position which the Bank of France occupies 
in the international money market, every movement of 
capital from London to New York must be quickly 
reflected by the sale of francs. 

Certainly the stock of foreign currency accumulated 
by the Bank of France will enable it to encounter dis- 
placements on a large scale, but the reduction of the 
fiduciary circulation which will take place parallel with 
the export of capital will not fail dangerously to embarrass 
economic life. 

It would be of little avail to remedy this by a rise in 
the discount rate, because our situation is totally different 
from that of the United States. The concern of the 
American leaders is to restrain a too rapid development 
of business and credit. They wish to avoid the crises 
provoked by an excess of prosperity. 

France, unfortunately, is not in this position. A 
pronounced slackening in business would have grave and 
immediate consequences, the chief of which, from the 
point of view of State finance, would be the disequilibrium 
of the budget. In spite of heavy taxation, the revenue 
necessary to the State can only be assured if the economic 
activity of the country suffers no set-back in the next 
few months. But the most recent statistics give little 
ground for optimism on this point. 

Our chief export industries—metallurgy, automobiles, 
luxury articles—are not maintaining their external mar- 
kets. They are suffering from a definite contraction in 
their exports, and if the purchasing capacity of the 
market should be affected by a considerable reduc- 
tion in the note circulation and if production should 
suffer from dearness of credits all the financial and 
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monetary equilibrium so laboriously established would be 
endangered. 

On this matter one may put a question which other- 
wise has nothing but a retrospective interest, namely, 
that of the rate of stabilization. Would it not have 
been more advantageous not to allow foreign speculation 
for its own profit to push the franc up to 124, and would 
not a slightly lower rate have given national production 
certain facilities which are now lacking ? 

The best informed French experts are generally of the 
opinion that the revaluation of the franc has been pushed 
to the last stage which could be defended against all 
foreseeable and unforeseeable shocks of reaction; but 
they also recognize that the defence will sometimes be 
laborious. 

But it is better to remain optimistic. The science of 
finance, as that of medicine, is applicable to living 
organisms, The most justifiable fears may be dissipated 
by vital resistance, by instinctive adaptation to new 
circumstances. In all fields France has proved that she 
possesses that extraordinary vitality which makes up for 
mistakes and counters the unexpected, and there is 
justification for hoping that once again natural forces 
will happily modify and complete the imperfect work of 
men. 





The Lord Mayor’s Banquet to City Bankers 


On Thursday, July 19, the Lord Mayor gave the 
annual Mansion House banquet to the Governor and 
Directors of the Bank of England and to the Bankers 
and Merchants of the City of London. The Chancellor 
of the Exchequer was the principal guest, and the 
company included most of the directors of the Bank and 
the merchant and banking houses in the City. 





Mr. William Alfred Jolly, C.M.G., has been elected to 
the Brisbane board of the National Bank of Queensland. 
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The German Banks in 1927 


By Herbert M. Gutmann 


(Director of the Dresdner Bank) 


year must be considered in connection with the 

course of business. Whilst in 1926 the activity of 
the security market which preceded and then accom- 
panied the business upswing was the determining factor 
in the development of banking business, in 1927, after 
the set-back experienced by the Bourse in May the 
general economic situation again became the decisive 
factor for the banks. All the large German banks main- 
tained the dividends of the previous years, but the large 
special profits on security account partly disappeared and 
notable changes occurred in the various branches of 
business as a result of the altered economic situation. 

The favourable development of business was reflected 
primarily in the increase of the creditors’ items. Accord- 
ing to the six bi-monthly balance sheets published by 
the large Berlin banks, these items increased from 
mn. 5,969°3 reichsmarks at the end of 1926, to 7,607°7 mn. 
at the end of 1927. Satisfactory to relate the share of 
time deposits has increased to a not unimportant extent, 
a sign that internal capital formation is making further 
progress, although it must be remembered that con- 
siderable sums of foreign money are held on a time 
basis. Nevertheless, it can be satisfactorily proved that 
the relation of foreign currency deposits to home money 
has definitely altered in favour of the latter, and it can 
be accepted that foreign money comprises not more than 
20 to 30 per cent. of total deposits, a great part of which 
the banks have left abroad in the form of immediately 
realizable balances or have lent out again to other foreign 
countries. 

Also in correspondence with the business movement 
the turnover shows a large upward movement : it indicates 
that allowing for the fall in the value of money the large 
banks have nearly attained the pre-war volume of 
business. 


T HE development of banking business in the past 
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If we consider, on the other side, how the banks have 
employed the resources placed with them, it can be said 
that they have done full justice to their economic function 
of serving as intermediaries between capital and industry. 
After the first four months of good Stock Exchange 
business in 1927 the famous “Black Friday” in May 
brought a setback, and the Bourse never recovered from 
that blow during the rest of the year. The turnover 
declined to a minimum, and the public kept aloof from 
security transactions. This development is shown in the 
final balance sheets where loans and advances on Stock 
Exchange securities were returned at mn. 530°2 reichs- 
marks at the end of 1927 compared with 717°9 mn. at 
the end of 1926. The slackness of Bourse business could 
not fail to affect new issues. After the debacle in May 
the Bourse was no longer able to fulfil to the necessary 
extent its function as an agent in the distribution of 
capital. Not only was there stagnation in new share 
issues, but the placing of fixed interest securities met with 
difficulties and at times completely ceased. This develop- 
ment was accompanied by rapidly increasing monetary 
requirements in industry which in these circumstances 
had to turn more and more to the banks. The large 
increase in the debtors’ items over this period from 
mn. 2,848°5 reichsmarks to mn. 3,795°7 reichsmarks illus- 
trates this clearly. Also the development is reflected in 
the increase of the bill holding from mn. 1,555 reichsmarks 
to 1,857°5 mn., although not to the extent suggested by 
the expansion of the bill portfolio of the Reichsbank, 
which is explained by the fact that the banks have made 
greater use of their rediscounting facilities at the 
Reichsbank. 

In view of the insufficient formation of capital at home, 
the influx of foreign capital must continue to be of 
particular importance in the supply of German industry 
with the necessary resources, and here the banks have 
also played their part as intermediaries, and have directed 
inflowing foreign capital towards industry. Following 
and influencing the tendencies of economic development, 
they have also devoted particular attention to the re- 
quirements of external trade relations, as is proved by 
the increase of commercial credits from mn. 457°I 
reichsmarks to 775°5 mn. 

M 
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THE BALANCE SHEETS OF THE SIX BIG BERLIN BANKS 
(excluding the Berliner Handelsgesellschaft) 
In million reichsmarks 
ASSETS 





=, ” ° Advances 
Bills and Advances on merchan-| 


non-interest and loans dise and | Securities 
, , - sec 2s 1 
| bearing notes on securitie shipments | 


Partici- 
pations Debtors 


320°1 
67°3 
68°3 
66°7 
1111 











LIABILITIES 


leat : . Accept- 
capital Reserves Creditors ances 


1,140 350° 851° 1,329°7 

452 9°: 3,192°6 21°5 
$52 ~ »919°¢ 236°2 
509 r 5,969": 323°6 
527 242°8 ,607° 394°1 


If one compares the balance-sheet figures for the 
various years since the currency stabilization a general 
uninterrupted development since 1924 is to be observed. 


But whilst the years 1924 and 1925 can be regarded as 
transition years in which development was influenced by 
special factors, such as the complete lack of liquid capital 
in industry and the return of capital sent abroad during 
the inflation, and whilst 1926 was dominated by the 
particular movement of the Bourse, 1927 can be 
designated as in some degree the first normal business 
year that reflects in the bank reports, not only the 
favourable effects of the business revival, but also the 
influence of Germany’s special situation. The increasing 
weight of taxation and the growing burden on the 
population of social and other charges is reflected in the 
balance sheets of the bank. In spite of rationalization, 
the share of expenses in gross profits was not reduced in 
1927; rather it increased, and now comprises almost 
80 per cent., nearly twice the pre-war proportion. The 
cost of personnel could not be further reduced in 1927, 
but as an illustration of the effects of rationalization 
methods it may be stated that, in spite of a greatly 
increased volume of business and a further increase in 
salary scales, this item showed only a comparatively 
small increase. 
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REICHS-KREDIT -GESELLSCHAFT 
AKTIENGESELLSCHAFT 


Behrenstrasse 21/22 
BERLIN, W.8. 


Managers : Dr. OTTO FISCHER, FELIX HEIMANN, Dr. EDGAR LANDAUER, 
Dr. WILHELM LENZMANN, SAMUEL RITSCHER, LEO SCHEIBNER, 
SIEGFRIED SIMMONDS. 
Capital and Reserves : RM 59,000,000 
Deposits : Approximately RM 500,000,000 
Dividends : 1926 and 1927, 8 per cent. 


URING the World War the German Government 
had formed a number of companies and industrial 
undertakings which in 1919 had to be transformed 

for such purposes as were to warrant the continuance of 
these concerns for peaceful production. Originally with 
the principal end to assist this process from a banking 
point of view, the “ Reichs-Kredit und Kontrollstelle 
G.m.b.H.” was formed. The services of this new com- 
pany became even more useful during the following 
economically difficult period of the inflation when, in 
addition to their original functions, it became a clearing bank 
forall important German provincial bankers. In consequence 
of this development the name was changed first into “‘Reichs- 
Kredit-Gesellschaft m.b.H.” and then, with the growing 
importance of the banking business transacted, it was 
given the form of a limited company (Aktiengesellschaft), 
the shares of which were taken over in their entirety by the 
* Viag ” (Vereinigte Industrie-Unternehmungen A.G.), a 
holding company owned by the Reich, and consisting of 
the various undertakings mentioned above, comprising 
chiefly nitrate, aluminium, electrical and other lines. 

The Reichs-Kredit-Gesellschaft Aktiengesellschaft is 
now one of the largest Berlin banks. Whilst it still handles 
the banking transactions of the ‘‘ Viag ” and its affiliated 
companies, its services are also frequently called upon by 
the German Government in connection with such trans- 
actions where the intermediary of a bank is required. 
Supported by an ever-increasing clientele consisting of 
private, industrial, and banking quarters both domestic 
and foreign, it has developed into a general banking 
institution and established a widespread net of business 
friends and correspondents. 
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The first few months of the present business year 
indicate a sort of pause in the industrial situation, but 
the high level previously reached has in general been 
maintained, and it is to be hoped that if the problem of 
the sufficient supply of capital to German industry is 
solved the development of the productive powers of 
Germany will make further progress, and for this the 
co-operation of foreign capital in the future is indis- 
pensable. In this connection it is satisfactory to relate 
that extremely favourable progress has been made in 
the new year in the placing of fixed interest securities, 
and we have thus an unmistakable sign of a certain 
consolidation in monetary conditions. 

The banks will, as before, be called upon to play their 


part in this task. 





Rationalization of German Banking 
By Professor Wilhelm Kalveram 


(University of Frankfort-on-Main) 


economic life has been dominated by the idea of 

rationalization. Our remaining productive sources, 
burdened with the consequences of the war and heavy 
reparation charges, must be used sparingly. During 
a painful healing process we have not hesitated to “ scrap ”’ 
or readjust those parts of our productive machinery 
which were obsolete or out of proportion to the con- 
suming power of the population. Attention has also 
been devoted to the rationalization of business adminis- 
tration and proved to be particularly necessary in the 
business of banking. Inflation had swollen figures and 
increased turnover in stocks and shares. This gradually 
brought about an enormously inflated banking machinery 
which, in part, was handled by inexperienced clerks. 
The national capital stock and business turnover, as 
reflected in the average amount of cheques, bills, 
transfers, and stock transactions (purchases and sales), 
dwindled from one-third to one-fourth of the pre-war 
level. This urgently demanded an economy of internal 
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labour and of money and stock movements, if the banks’ 
revenue and expenditure were to be made to balance. 
In the way, however, of such a rationalization of the 
banking system stood the great increase in book entries 
which had accompanied the shrinkage of the nation’s 
capital stock—for the transfer of {1 entails the same 
labour as the transfer of £100,000. Small transactions 
for clients required personal, quick, and reliable handling, 
though most often they involved only book entries. 
And, all through, these transactions were complicated 
by the extreme sensitivity of loan rates, securities, and 
currencies to general market conditions. 

The majority of German banks were at great pains 
to discover opportunities for economy. Suitably ar- 
ranged offices, careful choice of every available space, 
modern appliances, strict internal organization, division 
of individual operations into the purely mechanical and 
the various degrees of mechanico-intellectual activity, 
distribution of work according to the intellectual and 
moral qualification of officers, and, lastly, strictest stan- 
dardization of mechanical operations, have all con- 
tributed to the continuity, regularity and supervisory 
facilities of work. Some of the larger establishments 
have, under the Working Hours Act, decided to start 
work in the various departments at different hours, to 
bring about an effective continuity and refreshing rhythm 
of work. Power- and time-saving devices have been 
installed in inter-departmental communications (pneu- 
matic tubes, rope-ways, etc.), in internal and external 
correspondence (typewriters with extra long cylinders 
and special facilities for exchanging separate sheets, 
printing machines, dictaphones, copying, stamping, and 
addressing machines), and, most of all in banking accoun- 
tancy, where there is taking place a gradual change 
from manual-intellectual to mechanical means of dealing 
with cash receipts, credit and debit notes for security 
transactions, account-current entries, etc. 

The use of these mechanical appliances entailed the 
standardization of correspondence and accountancy, 
which has been greatly facilitated by the general adoption 
of the loose-leaf and card-index systems. The carbon 
copy system of modern accounting machinery is another 
great saver of labour. It eliminates not only the making 
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out of separate transfers and the mistakes which that 
involves, but also a great deal of the checking which was 
necessary under the old system. The standard printed 
forms which it requires in their turn, relieve the operator 
of unnecessary clerical work and guard him against 
omissions, and since each of these forms is marked with 
its own distinctive number, filing, arrangement and 
control all become extremely simple. 

The numbering system has also been introduced for 
statistical purposes into bank records (where perforated 
card machines are used), and has even been applied with 
success to clients’ names. In many banks a uniform 
“rationalized” terminology is being used, so that both filing 
and accounting departments can work easily together. 

It is possible that the Ausschus fiir Wirtschaftliche 
Verwaltung im Reichskuratorium fur Wirtschaftlichkeit 
(the Committee of Economic Administration in the State 
Department of Economics) may introduce a standard 
system of accounting for kindred banking groups. This 
system—which has already been developed in some 
industries—should show a clear picture of the whole 
banking structure and, from the comparative statistics 
which it would provide, help to diagnose its present 
weaknesses. 

The main effect of machine accountancy lies in the 
immediate availability of book-entry results, which 
allows balances to be struck and statements of accounts 
to be made daily. Accountancy should offer a basis 
for the easy detection of all sources of waste, and should 
provide the means of observation, at any given moment, 
of the effects of rationalization measures in any particular 
section. Mechanical accountancy offers both of these; 
it not only shows the total profits, but also the separate 
results produced by any one department. Daily rough 
balance sheets and monthly net balance sheets can be 
drawn up and exhibited at comparatively short notice. 
The dissection of aggregate results into their component 
parts and a frequent insight into the development of the 
undertaking further the critical examination of overhead 
charges, of turnover figures and stock in trade, etc., so 
that gaps and errors can be disclosed, and organization 
carried to still greater perfection. Moreover, the frequent 
striking of balances assists, in particular, in fixing interest 





Rise and Possibilities of Development 
of the European Electrical Industry. 


Published by the Department of Economics of the Banking House 


SCHWARZ, GOLDSCHMIDT & CO., Berlin, W.8 


with the scientific collaboration of Prof. Dr. W. Windel of the 
Technical College, Berlin, and Mr. Carl Th. Kromer, D.Sc., Engineer. Rheinfelden 


HE introduction to the first part brings before the eye of 
the reader in bold outline the historical development of 
the German electrical industry and shows the composition 

of the production costs of a kilowatt-hour as produced at the 
power-station, and also as supplied for use to the consumer. The 
second section presents a short review of the sources of power at 
the disposal of the electrical industry in the German Common- 
wealth. In the fourth section a description is given of the various 
production and supply territories of the public electric power- 
stations. The fifth section epitomizes the first in economic 
territories. In the sixth and seventh sections the German high 
voltage system (100 kilovolts) and the German maximum voltage 
system (220-380 kilovolts) are described. In the eighth section 
the economic rise of the German electrical industry is elucidated. 
The ninth section describes in brief the various efforts made to 
supply gas from a distance. In the concluding observations a 
comparison is made of the electrical work performed with that of 
places abroad. 


In the second part a description is given of the electrical con- 
ditions in the States of Europe outside Germany, with an ample 
number of charts. At the same time the prospects of the power 
industry during the next five years are given. It is pointed out 
what power-stations are being built, of what nature these stations 
are to be, and what possibilities of utilization of the electrical 
energy still exist in the various countries. The necessity of the 
building-up of an inter-state electrical economy is set forth. 


The third part deals with the international electrical securities. 
In the introduction the international ramifications of the leading 
electrical firms and holding companies are described, and some 
large new buildings in the electrical industry in course of con- 
struction are enumerated. Following this is a table of German 
electrical securities, and further remarks relative to the German 
electrical engineering industry. Then come articles regarding the 
electric securities of Germany, France (with map), Belgium, 
Switzerland, Italy, Austria, Holland, South America, and various 
other countries. An alphabetical list of firms facilitates the use of 
the third part. The book is concluded by an appendix with eighteen 
pages of coloured illustrations. 
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The first few months of the present business year 
indicate a sort of pause in the industrial situation, but 
the high level previously reached has in general been 
maintained, and it is to be hoped that if the problem of 
the sufficient supply of capital to German industry is 
solved the development of the productive powers of 
Germany will make further progress, and for this the 
co-operation of foreign capital in the future is indis- 
pensable. In this connection it is satisfactory to relate 
that extremely favourable progress has been made in 
the new year in the placing of fixed interest securities, 
and we have thus an unmistakable sign of a certain 
consolidation in monetary conditions. 

The banks will, as before, be called upon to play their 
part in this task. 





Rationalization of German Banking 
By Professor Wilhelm Kalveram 


(University of Frankfort-on-Main) 


economic life has been dominated by the idea of 

rationalization. Our remaining productive sources, 
burdened with the consequences of the war and heavy 
reparation charges, must be used sparingly. During 
a painful healing process we have not hesitated to “ scrap ”’ 
or readjust those parts of our productive machinery 
which were obsolete or out of proportion to the con- 
suming power of the population. Attention has also 
been devoted to the rationalization of business adminis- 
tration and proved to be particularly necessary in the 
business of banking. Inflation had swollen figures and 
increased turnover in stocks and shares. This gradually 
brought about an enormously inflated banking machinery 
which, in part, was handled by inexperienced clerks. 
The national capital stock and business turnover, as 
reflected in the average amount of cheques, bills, 
transfers, and stock transactions (purchases and sales), 
dwindled from one-third to one-fourth of the pre-war 
level. This urgently demanded an economy of internal 
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labour and of money and stock movements, if the banks’ 
revenue and expenditure were to be made to balance. 
In the way, however, of such a rationalization of the 
banking system stood the great increase in book entries 
which had accompanied the shrinkage of the nation’s 
capital stock—for the transfer of {1 entails the same 
labour as the transfer of £100,000. Small transactions 
for clients required personal, quick, and reliable handling, 
though most often they involved only book entries. 
And, all through, these transactions were complicated 
by the extreme sensitivity of loan rates, securities, and 
currencies to general market conditions. 

The majority of German banks were at great pains 
to discover opportunities for economy. Suitably ar- 
ranged offices, careful choice of every available space, 
modern appliances, strict internal organization, division 
of individual operations into the purely mechanical and 
the various degrees of mechanico-intellectual activity, 
distribution of work according to the intellectual and 
moral qualification of officers, and, lastly, strictest stan- 
dardization of mechanical operations, have all con- 
tributed to the continuity, regularity and supervisory 
facilities of work. Some of the larger establishments 
have, under the Working Hours Act, decided to start 
work in the various departments at different hours, to 
bring about an effective continuity and refreshing rhythm 
of work. Power- and time-saving devices have been 
installed in inter-departmental communications (pneu- 
matic tubes, rope-ways, etc.), in internal and external 
correspondence (typewriters with extra long cylinders 
and special facilities for exchanging separate sheets, 
printing machines, dictaphones, copying, stamping, and 
addressing machines), and, most of all in banking accoun- 
tancy, where there is taking place a gradual change 
from manual-intellectual to mechanical means of dealing 
with cash receipts, credit and debit notes for security 
transactions, account-current entries, etc. 

The use of these mechanical appliances entailed the 
standardization of correspondence and accountancy, 
which has been greatly facilitated by the general adoption 
of the loose-leaf and card-index systems. The carbon 
copy system of modern accounting machinery is another 
great saver of labour. It eliminates not only the making 
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out of separate transfers and the mistakes which that 
involves, but also a great deal of the checking which was 
necessary under the old system. The standard printed 
forms which it requires in their turn, relieve the operator 
of unnecessary clerical work and guard him against 
omissions, and since each of these forms is marked with 
its own distinctive number, filing, arrangement and 
control all become extremely simple. 

The numbering system has also been introduced for 
statistical purposes into bank records (where perforated 
card machines are used), and has even been applied with 
success to clients’ names. In many banks a uniform 
“rationalized” terminology is being used, so that both filing 
and accounting departments can work easily together. 

It is possible that the Ausschus fiir Wirtschaftliche 
Verwaltung im Reichskuratorium fur Wirtschaftlichkeit 
(the Committee of Economic Administration in the State 
Department of Economics) may introduce a standard 
system of accounting for kindred banking groups. This 
system—which has already been developed in some 
industries—should show a clear picture of the whole 
banking structure and, from the comparative statistics 
which it would provide, help to diagnose its present 
weaknesses. 

The main effect of machine accountancy lies in the 
immediate availability of book-entry results, which 
allows balances to be struck and statements of accounts 
to be made daily. Accountancy should offer a basis 
for the easy detection of all sources of waste, and should 
provide the means of observation, at any given moment, 
of the effects of rationalization measures in any particular 
section. Mechanical accountancy offers both of these ; 
it not only shows the total profits, but also the separate 
results produced by any one department. Daily rough 
balance sheets and monthly net balance sheets can be 
drawn up and exhibited at comparatively short notice. 
The dissection of aggregate results into their component 
parts and a frequent insight into the development of the 
undertaking further the critical examination of overhead 
charges, of turnover figures and stock in trade, etc., so 
that gaps and errors can be disclosed, and organization 
carried to still greater perfection. Moreover, the frequent 
striking of balances assists, in particular, in fixing interest 





Rise and Possibilities of Development 
of the European Electrical Industry. 


Published by the Department of Economics of the Banking House 


SCHWARZ, GOLDSCHMIDT & CO., Berlin, W.8 


with the scientific collaboration of Prof. Dr. W. Windel of the 
Technical College, Berlin, and Mr. Carl Th. Kromer, D.Sc., Engineer. Rheinfelden 
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of the production costs of a kilowatt-hour as produced at the 
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rates and the like on the basis of concrete figures. As 
the year progresses the balance sheet takes shape before 
the eyes of the management, like the plot of a play. 

Great care had to be taken, especially by private 
banks, that the confidence of clients, which is the pillar 
of banking, was not shaken by excessive normalization 
measures. In the case of public and semi-public monetary 
institutions (postal-cheque office, clearing associations, 
savings banks), rationalization has moved more quickly. 
But even the credit banks have made great advances 
in mechanical operation. The casual visitor to the 
accountancy department of many of our great banks 
would hear the humming of motors and see such a row 
of intricate machinery as might be found in the machine 
room of some industrial works. 

Organizations such as the co-operative or communal 
clearing associations have repeatedly carried out tests 
on the efficiency of various types of machinery for 
particular operations. Direct saving of expenses is not 
a decisive factor in these tests. A comparison between 
the old method and the mechanical system is exceedingly 
intricate, partly because it is difficult to assess the 
depreciation of the machinery owing to the almost con- 
tinuous introduction of improvements, and partly because 
the complex of efficiency is entirely different in both 
cases, since the actual advantage of machine installations 
lies frequently in a larger total capital yield owing to 
improved controlling facilities and the consequent 
possibility of a safer managing policy. 

Decisions on division of space, number of officers, 
extent of machine installation, have presented many 
further difficulties. The economy of full capacity pro- 
duction has already been demonstrated in the gigantic 
horizontal combines of general industry. Banking, how- 
ever, is to a very large degree dependent on general market 
conditions, and the question of creating a mechanized 
administrative organization entirely immune from jam- 
ming, fit to cope with sudden accumulations of work 
without burdening the expense account with partly 
unused reserve powers is an extremely difficult problem 
to solve. 

The number of banks has considerably declined in 
recent years. Numerous new flotations during the 
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inflation period have disappeared, and the net of branches 
of the big banks has been reduced. The six large Berlin 
banks have, in the three years since stabilization, closed 
256 of 1,033 branch offices. The repeatedly discussed 
plan to merge the branches of different banks in provincial 
towns into a new bank in which the respective institutions 
take a capital interest, can hardly materialize, considering 
that these outposts serve their head offices as indispensable 
feeders and selling agents. 

The tendency towards rationalizing the inter-depart- 
mental money and stock movements has already borne 
fruit. Money transfers without cash movements have 
considerably increased since the pre-war period. They 
amounted to 5,270 thousand million marks in 1913 against 
7,550 thousand millions in 1926. In contrast to English 
and American custom where the cheque is the chief 
medium of payment, transfer orders (Giro) are preferred 
inGermany. In 1925, 174 million payments were effected 
by such transfers and only 29 millions by cheque. 

A uniform technique of money movement has not yet 
been attained. Several mutually independent groups of 
clearing associations have grown up, some of which, such 
as the Postal-Cheque Office and the communal Clearing 
Associations, have installed up-to-date organizations. 
Negotiations, however, are at present on foot for the 
setting up of a centralized or decentralized clearing 
organization which, by ensuring cheaper and quicker 
money transfers between existing clearing associations, 
would benefit the transfer intercourse as a whole. 

It is expected that the public will gradually accustom 
themselves to the use of standardized forms, with one or 
more copies for payment orders. The acceleration of 
transfers has already resulted in the accumulation at the 
central clearing offices of capital amounts running into 
hundreds of million marks which formerly remained 
en route, but can now be placed at the disposal of the 
industrial and business community. 

Local transfers within the large towns, especially in 
Berlin, Hamburg and Frankfort-on-Main, where common 
clearings between the local banks exist, are already 
reaching record figures. Improvements are also being 
made in the accounting and collection of cheques, bills 
of exchange and cheques in foreign currencies; and the 
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so-called “‘ retrograde transfer ’’ (Riickiiberweisung), for 
the collection of regularly recurrent payments (interest, 
taxes, dues, etc.) through a standing order at the debtor’s 
bank, has still further helped the transfer system. 

Uniform cheques have everywhere been adopted on 
the proposal of the “‘ Committee of Economic Adminis- 
tration,’ and steps are now being taken for the introduc- 
tion of uniform bills of exchange and transfer forms. 

Currency stabilization, by reducing the face value of 
shares to amounts as small as m.20, has complicated their 
handling. It is to be expected, however, that these 
small denominations will, in the course of the next few 
years, again be replaced by m.100 and m.1,000 shares. 

Clearing associations have, since the resumption of 
time bargains at the end of 1925, again taken up their 
activity and improved their methods. They have 
assumed the trusteeship for time bargains by distributing 
the risk amongst the firms engaged. They have improved 
the system of transfer without movement of securities— 
a corollary of money transfer without cash movement. 
Thirteen co-operating security-transfer depositories have 
been established in various towns. Securities, instead 
of being placed in individual banks, are delivered to 
these depositories, and the majority of transactions are 
now settled by simple transfers in account on the evidence 
of security cheques. 

The rationalization process has naturally given rise 
to considerable social problems. The number of clerks 
employed by the member banks of the Federal Association 
of Bank Directorates has decreased from 189,000 in 
1924, to 69,000 in 1927. The staffs of six Berlin banks, 
including branches, have, in the same period, been 
reduced from 137,000 to 46,500. Rationalization, how- 
ever, has not been, on the whole, disapproved in principle 
by the employees, who realize that it will result, if 
applied in the proper spirit, in cheaper conditions and con- 
sequently in new earning possibilities. Under the 
influence of social considerations efforts have been made 
to moderate the pace of mechanization, and to alleviate, 
by Government aid, the lot of the discharged men. 

Regret is often expressed that the banking career 
may gradually assume the character of a mechanical 
profession in which personal values have no chance of 
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asserting themselves. But the operation of a modern 
office machine demands the fullest intellectual co- 
operation, and the operator’s entire thinking power must 
be mobilized. It is true that unfavourable effects do 
exist. The standard of general education and trust- 
worthiness in officials who perform this mechanical work 
may fall, and this may reflect on the social standing of 
the operator. Since the man will have a much less impor- 
tant personal connection with his work and a smaller 
responsibility, it will be much easier to find substitutes, 
and the employee will be in greater dependence on the 
employer. It will be more difficult, too, for a man to 
find an intimate connection with and devotion to his 
work. And so mechanizing imposes on the bank manager 
a duty to foster, by appropriate means, the spirit of 
conscientiousness and love of work—since the ultimate 
result of any undertaking will be influenced to a large 
extent by the intellectual relationship between the 
employee and his work. Bank directors are, therefore, 
fully alive to the necessity of an apprenticeship which 
gives the future bank clerk the fullest insight into the 
intricacies of modern banking organization. Utmost 
importance is also attached to the necessity. of good 
professional schooling, and every effort is made to free 
mechanized activity from its peculiar disadvantages by 
the means of judicious and intelligent variation of work, 
appropriate arrangement of working hours, pleasant and 
well-aired offices, furtherance of possibilities for self- 
education through libraries and lectures, and through a 
just system of promotion. 
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Currency and Credit in Germany 
By Dr. W. Prion 


I 


HE inflation of the mark, a thing unprecedented in 
the history of the world, was ended in November 
1923 by the creation of the “ rentenmark.” In 
what consisted the “‘ wonder’”’ of this stabilization of 
currency ? The circulation of 500 trillion paper marks 
had dwindled away, calculated in gold, to less than 
500 million marks; accordingly the velocity of circulation 
of this lesser sum had increased so enormously that 
finally the speed of the monetary depreciation could no 
longer increase. The creation of the ‘“ rentenmark,” 
and a firm determination to bring the economy of the 
commonwealth into an ordered state, restored confidence 
in the currency; and the slowing down of money circula- 
tion which this effected rendered it possible at the end 
of 1923 to make a new issue of 2°4 milliard ‘‘ rentenmarks”’ 
without causing any effect of inflation. This new issue 
created a first provision of credit both for the State and 
for private industry, neither of which was in possession 
of any cash means. These currency credits were followed 
in the first quarter of 1924 by a further issue of credit 
of about 1 milliard ‘“‘ rentenmarks”’ on the part of the 
Reichsbank, which in connection therewith increased its 
circulation of notes by about the same amount. 

This new creation of credit did not fail to react on 
prices, which began to rise. Particularly dangerous was 
the position of rates for bills, an increase of which was 
only prevented by the strictest rationing of allotments. 
Only when the Reichsbank on April 7, 1924, introduced 
credit restriction, i.e. refused any further grant of credit, 
did the demand for foreign bills decline and the holdings 
of foreign bills emanating from the inflation relax. It 
was then that Germany’s terrible lack of capital, which 
was to be of decisive importance for the further develop- 
ment of the national economy, made itself manifest. 
It may, perhaps, now seem rather late to consider whether 
the Reichsbank’s policy of refusing to grant industrial 
credit was right or not. But when it is recalled how 
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eagerly industry grasped for credits and how little the 
credits could be applied to immediate production, it 
must be admitted that German national economy was 
well on the way towards anew inflation. The Reichsbank 
held to its policy until it was again possible to counter 
the demand for credit by a high discount rate. Only 
on February 26, 1925, did it reduce its discount rate of 
Io per cent. to 9 per cent., and even today its rate of 7 per 
cent. is above that of practically all other countries. 


II 


The restriction of credit would naturally have led to 
disastrous consequences for German industry, had not 
a substitute for capital been found in the shape of foreign 
credits. As a result of the Dawes Agreement and 
commencing with the $200,000,000 German State Loan, 
during the years 1924-27 no less than 5} milliards of 
“rentenmarks ”’ in foreign loans flowed into Germany. 
Of this amount 3 milliards of marks fell to provinces 
and municipalities (including municipal trading concerns), 
and 24 milliards of marks to private industry. In addition 
about 4-5 milliards of marks were invested in Germany 
in short-term loans. 

This indebtedness has been discussed in Germany for 
a long time past. The security offered to the creditors is 
not questioned, since only the largest concerns and solvent 
provinces and cities have received loans from abroad. 
Costs, however, though they are certainly below the costs 
for home loans, when regarded from an absolute point of 
view or compared with the rates of interest abroad, are 
still very considerable. The average charge for interest 
on foreign loans came out in the year 1925 at 7°86 per cent., 
and in the year 1927 at 6°54 percent. The rate of interest 
for the foreign creditor is, of course, somewhat lower, as 
the high issue charges are also included in the loan costs. 
That there is a great incitement for the foreign investor 
to acquire German foreign loans will be seen from the 
difference which still exists between the rates of interest 
in Germany and the other countries, and which, for 
instance, in England, is at the moment about 4 per cent. 
for short-term loans. 

But the main question asked is whether the foreign 
loans are utilized in every case for productive purposes. 
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As regards the municipalities, the Advisory Office attached 
to the Ministry of Finance of the Reich examines this 
question thoroughly, since municipal loans are chiefly 
used for industrial undertakings (gas, electricity, railways) 
which are owned by the municipalities. In private under- 
takings, however, the yield must be taken as the standard 
of productivity ; and in the yield there has been, generally 
speaking, a favourable development, since statistics for 
joint-stock companies show that the 3,500 joint-stock 
companies covered by the statistics showed a total profit 
of 7°7 per cent. on share capital in 1927, as compared 
with 5 per cent. in 1926. In this connection it should be 
taken into consideration that German concerns tend to 
become very cautious in the drawing up of their balance 
sheets and to retain the profits for internal development. 
Naturally, the heavy interest charges form an appreciable 
burden, and the severe taxation and social charges are 
also a great trial, so that, in the event of a swing round 
of the market, these preliminary charges must make 
themselves particularly felt. 


Ill 


The main anxiety aroused by the foreign indebtedness 
is, however, its reaction on national economy as a whole. 
Its beneficial consequences are incontestable : relief from 
tension on the money and finance market, the placing of 
industry on a more economical footing, an enormous 
drop in unemployment, and increasing growth of capital. 
For the year 1927 the home growth of capital is assessed 
at 7°6 milliards of marks against 8$ milliards of marks in 
1913. According to a further estimate (of the National 
Credit Association), 12 milliards of marks were invested 
in Germany in 1927 in residential buildings, industrial 
plants, means of communication, stores, etc. The balance 
of 4°4 milliards of marks is accounted for by foreign 
credits. These developments have certainly been ob- 
tained at the cost of an increase in prices, particularly in 
industrial ready-made goods (means of production), 
whose price index rose (1913 = 100) from 128°5 in the year 

1924 to 136°4 in May 1928. This increase is doubtless 
a consequence of the increase of cash which followed on 
the influx of capital, as a large part of the credit raised 
abroad is sold to the Reichsbank and converted into mark 
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currency. The increase of its holding of gold, from I 
milliard of marks at the end of 1924 to 2°3 milliards of 
reichsmarks on June 30, 1928, is on a par with the increase 
in the total note circulation from 2°9 milliards of reichs- 
marks on the date of the restriction of credit (April 7, 
1924) to 5°3 milliards of reichsmarks on June 30, 1928. 

_ The balance of German payments in 1927 is shown 


here : 
(In Milliards of Marks.) 
ASSETS. LIABILITIES. 
I. Current Items. I. Current Items. 
Export of goods .. .. 10°30 Import of goods .. co Ba 
Reparations deliveries .. 0°89 Reparations payments .. 1°60 
Increase in cash holding Interest .. na «« 026 
of Reparations Agent ..  o"10 


Surplus of invisible exports 
from travel and services 0.38 
II. Capital Items. 
(a) Foreign loans .. <= 2oe 
(b) Short-term credits, 
foreign purchases of 
securities, bills, land, 
Om. «. ‘is se 85 






















15°86 15'86 





As is seen, the import is considerably higher than the 
export. As the invisible items of the balance of payments 
can only alter slowly, the foreign credits serve in the first 
place to cover the shortages in the field of foodstuffs 
and the supply of raw materials. The greatest doubts 
must, however, arise, when we see that in the end even 
the reparation payments are made from the foreign bills, 
which are derived from foreign capital. This kind of 
transfer means nothing else than a conversion of State 
annual payments into private liabilities. 

The main question, however, is what is the future of 
the German balance of payments? The amount of 
interest and redemption payments in respect of the 
foreign loans may be estimated today at ? milliards of 
reichsmarks. It will have to be raised in foreign bills, 
unless new credits are placed at our disposal. The 
amount is in itself not immoderately high. Two things 
must, however, be kept in sight: first, that foreign 
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exchanges can only be obtained by an excess of exports 
over imports; and Germany, who is not an agricultural 
debtor country, must export ready-made goods in com- 
petition with the very countries which have invested 
their capital in Germany; and, second, that reparations 
payments, which according to the Dawes Plan are to 
proceed from the surplus from German industry, in the 
end can only arise from export surpluses. Accordingly, 
the future of the German balance of payments will be 
very largely dependent upon the shaping of world 
industry, i.e. upon the question of whether the free 
movement of capital, which is expressed in international 
mutual indebtedness, follows an equal freedom of move- 
ment of goods. The closing of one country to another 
by the Customs and commercial policies which still 
persist is scarcely compatible with the possibility of the 
international settlement of debt. 
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HE Preussische Pfandbrief-Bank is one of the leading German 

mortgage banks. It was founded in 1862 and granted a royal 

warrant in the same year. In accordance with German legislation 
it is subject in all its business to State supervision exercised by the 
Prussian Minister for Public Welfare. It is the oldest Prussian joint- 
stock mortgage institution. In 1927 it absorbed another larger Berlin 
mortgage bank, namely the Landwirtschaftliche Pfandbriefbank (Agri- 
tural Mortgage Bank). The fully paid-up capital amounts to 21 million 
reichsmarks, and its open reserves now total 12 million reichsmarks. 


The business of the bank consists in the granting of loans secured 
by mortgages and in the issue of gold mortgage bonds. In addition the 
bank grants loans to public bodies, such as the states, the counties, and 
urban and rural districts. These loans serve as cover for the issue of 
bonds which are called Communal Bonds. On the gold mortgage bonds 
or gold communal bonds issued by the bank there is a declaration, certified 
by the officially appointed trustee, to the effect that the legally prescribed 
cover is extant, and is entered in the loan register of the bank. This 
loan register serves as a first security for the claims of the holders of the 
gold mortgage and other bonds. The share capital and reserves of the 
bank rank next as &dditional security. As and when the mortgage loans 
are redeemed, either a similar amount in bonds must be handed over to 
the official trustee or a corresponding sum must be deposited with 
him. 

The mortgages are based on urban and rural property with an authen- 
ticated regular and certain yield, and are distributed all over Germany 
in order to reduce risks to a minimum. The extent of these loans is 
governed by legal limitation, which before the war permitted two-thirds 
of the value in the case of agricultural and three-fifths of the value in the 


(Advt.) 





case of urban property. The loans of the Preussische Pfandbrief-Bank 
remain well within the legal limits, and on the average for agricultural as 
well as urban property represent not more than 30 per cent. of the peace- 
time value. The gold mortgage bonds and the communal bonds rank 
as trustee securities in Germany, and as first-class paper at the Reichsbank 
if they have been introduced on the German Bourses. 


Since the year 1862 up to the present time the bank has always paid 
a dividend, with the exception of the inflation year 1923, when in 
common with all similar institutions in Germany no dividend was paid. 


In 1924 és oe .. 8 per cent. 
1925 ia a cee ae 99 
1926 ec ar . &@ 99 


1927 és sa > oa és was paid 


The following are represented on the directorate of the bank : The 
Dresdner Bank, the Darmstadter und National Bank, the Commerz und 
Privatbank, the Disconto-Gesellschaft, the Reichs-Kredit-Gesellschaft, 
and the Deutsche Rentenbank-Kreditanstalt. 


BALANCE SHEET 
December 31, 1927 


ASSETS 
Reichsmarks 


Gold mortgages 261,957;045.74 
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Rye value mortgages 
Gold communal loans 
Cam .. 

Balances at banks 
Securities 

Debtors 

Premises 


LIABILITIES 


Share capital .. 

Reserves ie ‘ 

Gold mortgage bonds 

Rye bonds j ‘ 

Gold communal bonds . 

Loan from the D. Rentenbank- Kreditanstalt 
Creditors Be “a ee 
Net profits 


54,308,100.42 

30,325,000 
1,812,370.27 

15,685,438.62 
7:924,625.83 
9,881,142.12 
23650,000 


38455 5432723 _ 


21,000,000 
9,860,742.57 
220,426,235 
50;873,194.80 
253730,000 
325375,170.91 
20,492,298.96 
3,;786,080.76 


384,543:723 
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Table I GOLD HOLDINGS OF CEN? biNKS 


= e (IN_MILLIONS OF §} 


al | - 
FRANCE | | : 
conti “oe _ ba HEE | ggRMANY 
ENGLAND | U.S.A. ‘ BELGIUM | STANDS. DENMARK) NORWAY | swepgy | — 
4 — : 
| At Home | Abroad | ‘ | | - ow 


} 


1925 
APRIL . ° 146°0 
May S . y 146°0 
JUNE ° 55° 579° 146°0 
JULY cae 59° P 146°0 


rere 
ep op epee 
coves 
Cron ara 


_ 1926 ; 
APRIL ek ‘ 146° 
May ee , 3° 146° 
JUNE ‘ 6 82°: 146° 
JULY ee . i. 146° 


m3-3-9-3 
weer eres 
eceo 
ta 
ce 
ee 
weeous 
Crore en 
Creneren 


oa = 


et et et 


1927-28 
APRIL 
May ee 
JUNE 
JULY 
AUGUST .. 
SEPTEMBER 
OCTOBER .. 
NOVEMBER 
DECEMBER 
JANUARY... | 
FEBRUARY 
MARCH .. 
APRIL ee 
May ee 
JUNE ° 


146° 
146° 
146° 
146° 
146° 


sue 


ovoce 


= 
> &© © 0 G OP Oe Ge Ge 
ROI OO Te DO 


RD Pat pak pe ph pl fd pd 


W100 0d =3 00 ee OCOD 


lla alee ee ee 
OP 92 Or Ge Op Op Oe Ge Ge Ge Op Ge Ge Oe be 
WESSELS LORS ES COCO COCO ODED 
tt be ba ad po 
BPEDED ED EDEDED ED ED ED ED ED ED ED ED 
I G8 BO © 4 I 3 1 FS © FO BO PO PO 


be bey eB bf 


SoS Oe Or Or Or hm Or ee ie en 


— le ee ke 
22 9.0 GP 0p oP Ge G0 Op OP OOF Ge OP Ge oe 
to meeesesesemeneeseeesesies 

bm im the He hn ee CO COCO ES CORDES Ener 


a 
od 
LS) 
a] 
— 
ee 
a 





JULY 


1 Where possible the figures are taken from returns issued for the § { the 
2 Excluding a smal]l amount held in the Banking Department. ale , 
* Apart from an unascertainable amount of gold not appearing separat the returt 
* Up to April 1927 the figures include gold, both “ available ” and “y railable "? ; 

June 1928 give the total gold holding in one amount. 2 
5 Gold and silver holdings. 


Table II CREDIT AND CURRENCY 


” 
Currency 
Notes and 

. - | Certificates 
| Other Net Notes in Outstanding 
| 


1 2 
CLEARING BANKS | BANK OF ENGLAND 


Deposits Cash Advances Deposits Reserve Circulation 


& millions £ millions & millions £ millions £millions | £ millions | 4 millions 


1925 | _ 

APRIL P P | 4 i 3 94°4 
May 
JUNE 
JULY 


= 


93°9 
93°1 | 
90°4 


2b bo 


wu 
— 


eee 
—— OS 
OW he 


ead 


1926 
APRIL 
May 
JUNE 
JULY 


1927-28 
APRIL 
May 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER .. 
NOVEMBER 
DECEMBER 
JANUARY . 
FEBRUARY.. | 
MaRcH 
APRIL 
May 
JUNE 


ie 
oars 
COUN e 
ie She sie he 2) 
OF hm te Or 
Cre Oe 


102°3 

98°6 

105°2 

102°6 

100°2 

98°3 

100°4 

97°6 

109°6 

112°9 

917°5 97°38 
928°8 101°6 
933°1 96°6 
935°5 97°5 
929°2 104°2 


_ 


MIOWOISSCHOWRS 
WOW MmORMOCO MH toO-10-) 


ROH OD Oe 
®=-3I~1 0 C0 GO GD G0 


wueuoenoaa 
BRM IASI ROSE 


oonon 
ed 


Dt tt ppt 
T3373 

ws 

3 3 9 090903 


* Monthly averages, nine banks. 
? Average of four or five weekly returns, F 
% Total note-issue less notes in Banking Department less notes in Currency Note 


Reserve. 
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Table I—cont. 





























SWITZER- | gparw 





INS OF §} 
oe 
sgRMANY | | 5 
SWEDEN si lp 7 CZECHO- — ecient ‘ " 
DEN eneaink RUSSIA POLAND SLOVAKIA AUSTRIA |HUNGARY ITALY LAND 
al Abroad | 
12°9 > Qh. 
123 7 & = 
13°) 42°¢ 35° 
129 42°6 35° 
126 By | 12°9 15°6 53 44°6 04 30 | 354 16°6 
ise |e | 127 15°5 5:3 44°0 0°5 3°4 35°4 16°6 
ing |v | 12°7 15°5 5°3 43°3 0°5 4°0 35°4 16°6 
6 Ry | 1207 15°5 5'4 43°0 11 |) | (46 45°0 16°6 
12" 50 | 17°5 6-2 438 | ont |) O64 45°7 18°3 
tH 50 | 175 6°3 43°9 7 | 61 46°1 18°2 
tt 34 | 176 | 6-4 43°9 1°7 61 46°2 18°2 
tt 28 | 187 | 65 44°0 1°7 69 46°4 18°0 
Pe. 30 | 188 69 44°0 24 71 46°5 17°6 
He 33 | 183 73 44°0 24 71 46°5 17°6 
as 33 | 184 | 76 44°1 24 71 46°5 18°3 
HE 3°3 195 | 117 44°1 24 71 46°5 18°3 
Hu 3°8 | 200 =| «119 46°1 24 71 46°6 17°9 
29 40 | 199 | 121 46°1 2°4 ig | 49°2 19°5 
HH 41 203 | 12° 46°5 3-4 71 49°2 17°2 
8 4°2 188 | 12°83 46°5 34 71 49°8 17°1 
4 4°2 19°1 13°0 46°6 3°4 71 51°2 17°1 
3 4°2 16°7 13°1 46°6 3°4 71 520 17°4 
a 4°2 17°4 13°9 46°6 3°4 T1 52°9 17°4 
_ 4°2 17°5 71 17°7 








of the month, otherwise from returns at the end of the previous month. 





‘eparai@h the returns of the Bank of France. 


ind “nBilable’; thereafter only “ available” gold. Returns issued after stabilization at the end of 


Table III GOLD MOVEMENTS 





1 
BANK OF ENGLAND 











& millions £ millions 





& wtiillions 




















1925 






APRIL —_ — — 1°0 2°0 
May 3°7 2°4 + 1°3 2°6 2°6 
JUNE 2°8 1°8 + 1°0 5°6 1°6 
JULY 7°3 “¢ - 64 8°9 3°3 









1926 


APRIL soe 0°0 3 -- 3 1°5 ef 
May 2°9 °2 + 2°6 3°83 1°4 
JUNE os 19 | + 1°2 3°3 1°0 
JULY 2°2 °d + 18 4°0 13 









1927-28 


APRIL 3°5 1°3 + 2°2 51 °8 
May 2°7 4°2 —- 15 34 5°5 
JUNE 1°3 2°4 —- 11 1°7 2°0 
JULY 8 7 + °7 2°7 1°2 
AUGUST 1°5 20 —- 6 4°4 1°2 
SEPTEMBER 2°5 3°3 —- 8 1°7 1°6 
OCTOBER .. 1°9 1°2 + i 1°3 1°0 
NOVEMBER °5 1°7 — 12 3°1 45 | 
DECEMBER 3°0 1°4 + 15 1°9 2°2 
JANUARY .. 4°7 8 + 3°9 4°1 2°2 
FEBRUARY 1°3 1°3 00 2°7 4°0 
MARCH ae 1°6 1°7 -— 3 1°3 16°2 
APRIL 3°6 1°3 + 2°4 2°4 6 
May oe 2°9 6 + 2°3 3°9 a°% 
JUNE 8°5 0°0 + 85 8°2 1°3 








UNITED KINGDOM 


Net Net 
Purchases Sales Influx (+) Imports Exports Imports (+) 
or Efflux (-) or — 


Exports (—) 


£ millions | £ millions | £ millions | £ millions 


++ 






++++ 


+++) 1+) (+4441 14+ 


+ Figures compiled from daily bulletins of the Bank of England. 



























102°9 
103°0 
103°0 
103°0 
103°0 
103°0 
103°1 
103°2 
103°2 














|. TRANS- 
| VAALGOLD 
OUTPUT 

















1°0 3°3 
00 3°5 
4°0 3°3 

. 3°5 











epee ests 
SoS em 





~~ 












4°3 | 3°5 
ie a ek 
*3 3°6 
1°4 3°6 
3°2 3°7 
*2 3°6 
°3 3°6 
1°4 3°6 
2 3°6 
1°9 3°6 
1°3 3°5 
14°9 | 3°7 
1°8 3°5 
2°7 3°8 
6°8 3°7 





| 
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Table IV MONEY 
tenn : ; «LONDON ~| 
; | Discount Rates Treasury Bills 
I J a i 
Bank Rate | § >! Bank Bills ~~ Weekly Tender Amount Amount Bank Rat 
3 months 3 months Rate Offered Applied for 
Per cent. Per cent. | Per cent. Per cent. Per cent. £ millions £ millions Per cent. 
WEEK ENDING? 
1928 + ~ i 
s. a. 
APRIL 7 4} 343 44, | 43 ; & 8 Fy 40 | 563 4 
am 14 4} 3 4a 43 4 0 854 40 61'1 4 
i 21 44 38 4a 4} 4 1 1°53 35 | 51g 4 
ie 28 4t 383 4 43 318 5°49 30 48°8 4 
MaY 5 4} 3% 334 43 318 2°37 40 64°5 4 
a 12 44 38 3 43 3.18 9:42 40 57°0 4 
ea 19 4} 342 383 43 4 0 2°85 40 52'1 4} 
pa 26 4t 33 4d, 4} 318 9°72 40 59°5 4h 
JUNE 2 4h 382 343 43 316 7°61 40 5544 4y 
i 9 43 38, 333 43 315 1°45 35 53°0 4h 
a 16 44 34 335 43 3.15 2°11 35 46°0 44 
a 23 4} 34 3h 43 316 4°92 35 43°3 4} 
ee 30 44 337 3% 4} 316 6°96 40 73°7 4} 
JULY 7 4¢ | 2 i 3a2 | 4} 314 0°25 40 577 4h 
- 14 44 3az 33h 43 4 1 3°003 40 48°0 4} 
ee 21 44 334 4y 4} 4 0 0°52 40 57°3 5 
All figures given above, except those of Treast 
Table V FOREIGN|EXCHA 
DAILY \vERAGES 
NEW YORK | PARIS MILAN BERNE MADRID AMSTE 
$to fs Fr. to £ Lire to £ Fr. to £ P’tas to £ Fi. 1 
PAR OF EXCHANGE .. on 4 8665 124 oe wr 25°2215 25°2215 vr 
1925 
APRIL ee ee oe 4°7965 92°38 116°88 24°801 33°569 12 
May ee ee ee 4°8553 94°09 119°42 25°090 33°414 12 
JUNE oe ee ee 4°8609 102°10 127710 | 25°040 33°352 12 
JULY es oe oe 4°8601 103°46 132°73 25°029 33°501 12 
1926 
APRIL ee oe oe 4°8622 143°51 120°91 25°187 34°010 12 
May ing ma ae 4°8623 154°27 126°19 25°119 33°386 12 
JUNE ee ee ee 4°8662 167°28 132°61 25°130 30°921 12 
JULY oe ee ee 4°8640 197°67 145°01 25°120 30°930 12 
1927-28 
APRIL 4°8570 123°98 | 96°95 25°251 27°514 1: 
May } 4°8570 123°97 89°97 25°253 27°602 1! 
JUNE ° oe ee 4°8563 123°97 86°86 25°245 28°226 1 
JULY ee o* es | 4°8552 | 123°99 89°04 25°220 28°417 1 
AUGUST 4°8607 124°01 89°32 25°212 28°771 1 
SEPTEMBER 4°8633 124°00 89°37 25°219 28°384 1! 
OcTOBER 4°8700 124°03 89°14 25°249 28°199 1 
NOVEMBER 4°8738 124°01 89°46 25°271 28°758 1 
DECEMBER .. ‘ oe | 4°8825 124°00 90°69 25°277 29°321 1 
JANUARY ee oe swf 4°8758 | 124°00 92°17 25°302 28°504 1 
FEBRUARY .. es on | 4°8750 | 124°02 92°07 5°336 28°703 1 
MaRcH ee ee “ed 4°8800 124°02 92°37 25°340 29°017 1 
APRIL | 4°8821 124°01 92°52 25°332 29°118 1 
PaaS oe ‘ a oe] 4°8817 124°01 92°65 25°327 29°168 1 
JUNE ee ee oe | 4°8804 124°14 | 92°76 25°317 29°442 1 
WEEK ENDING: | 
JULY i 4°8735 124°21 92°77 25°285 29°531 : 
» 4 . 4°8647 124°23 92°82 25°254 29°499 
» 21 ee oe 4°8628 124°22 92°81 25°254 29°507 | | 








1 The old parity of 259213 me| sande 
* The old parity of 25°2215 was} abando 
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VEY Table [V—cont. 
: NEW YORK PARIS BERLIN AMSTERDAM 
Market Market Market Market 
Bank Rate Discount Call Money Bank Rate Discount Bank Rate Discount Bank Rate Discount 
unt Rate Rate Rate Rate 
ed for 
llions Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
| 
| 
| 
3 4 338 5} 34 at 7 6} 44 382 
"; 4 35 5} 34 2 7 eat 4t 48 
9 4 3 44g 34 25 7 643 44 ait 
8 4 3 5 34 24t 7 63} 44 4a 
5 4 35 5a? 3t 2% 7 6a 44 . 
0 4 3 54 34 2% 7 63; 44 4} 
1 4} 3% 5a 34 ) 633 44 443 
5 4h 4s 6 34 2k 7 6} 44 4} 
4 4t 4's 64 3t of 7 633 43 433 
0 rn oe F 635 34 ‘ | 7 633 44 4th 
7) 4} 4,5 See 34 237 7 64 4h 4a; 
3 44 444 655 34 3a 7 65] 44 4% 
1 4h recs 7i8 34 3a | 7 613 4} 4 
7 4h 4ys 58 3 Bas | 7 Gai 44 4k 
0 4} 45 632 | 34 3h4 7 683 44 46 
3 5 4 is bag 34 3h 7 63 44 45 
) of Treasury Bills, are averages of daily rates. 
EIGN] EXCHANGES Table V—cont. 
DAILY \vERAGES 
AMSTERDAM | BERLIN STOCKHOLM | BOMBAY KOBE Be pe BUENOS AIRES 
JANEIRO 
Fl. to £ | Rmk. to £ Kr. to £ | d. per Rupee d. per Yen d. per Milreis | d. per Gold Peso 
12°107 20°43 18159 8 2n58 5°8997 47°58 
12°001 20°173 17°791 17°886 20°959 | 5°337 43°523 
12°080 20°391 18°123 17°958 20°748 5°127 44°673 
12°109 20°414 18°159 18°064 20°166 5°416 45°119 
12°118 20°417 18°092 18°136 20°306 5°623 45°321 
12°118 20°422 18°151 17°879 | 23°061 | 6°921 44°857 
12°091 20°417 18°161 17°934 | 23°199 7°288 45°099 
12°110 20°439 18°151 17°921 23°134 | 7°716 45°256 
12°108 20°430 18°152 17°931 23°271 | 7°682 45°477 
12°139 20°489 18°135 17°885 23°899 | 5°832 47°557 
12°136 20°501 18°157 17°932 23°261 5°821 47°566 
12°123 20°493 18°128 17°910 23°049 5°842 47°692 
12°119 20°450 18°128 17°871 2 il 5°829 47°761 
12°129 20°431 18°117 | 17°870 23°377 | 5°858 47°865 
12°134 20°433 18°095 17°960 23°167 | 5°869 47°942 
12°116 20°408 18°084 17°972 22°962 | 5°910 47°894 
12°076 20°421 18°097 17°986 22°662 5°889 47°845 
12°073 20°434 18°080 18°099 22°707 | 5°905 47°810 
12°087 20°461 18°138 18°095 23°096 | 5°918 47°833 
12°109 20°431 18°161 18°002 23°082 | 5°919 47°881 
12°124 20°412 18°180 18°002 23°198 5°926 47°858 
12°111 20°412 18°184 18°004 23°469 5°923 47°807 
12°098 20°399 18°193 18°014 | 22°945 5°922 47°794 
12°099 | 20°417 18°186 17°946 22°933 5°899 47°665 
12°094 20°408 18°165 17°909 22°823 5°888 47°490 
12°083 20°405 18°160 17°919 22°789 5°893 47°401 
12°083 20°384 18°162 17°918 | 22°615 5°910 47°385 








ws aadoned as from June 25, 1928. ens i 
was | abandoned as from December 22, 1927. 


| 
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Table VI BRITISH TRAppgAND 0 


ras 
COAL PIG-IRON STEEL RON 





= ian 
1| Exports = 2 
Production line ae ean alk Production Production Import 
— Furnaces in 


Millions of | Millions of Blast Thousands of 


| Thousands of Thousar 
Tons Tons Tons | T 
| 


of Ton 





1925 | s 
APRIL ee ee ee ee ee 0 “e i a6 
May ee os ee ee ee 9 4°¢ f 57: 53 nf 
JUNE oe ee ee oe iv F 3° : 5 2 
JULY ee ee ee ee ee 3° 4 - d 213 





1926 
APRIL 
MAY 
JUNE 
JULY 


1927 
APRIL 
May 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 
JANUARY 
F EBRUARY 
MaRcH 
APRIL 
May 
JUNE 


oon. 
ooo 
_ 
DS 
eos 





bt et et et BD DOD 
WHR OOmO 
Okeke arow 








el aediardedardardardardaetardardordard ard 


SuSweo 


* Total for four weeks. 2 Returns issued by § the Nati 


Table VI BRITISH TRADE AND INDUSTRY—cont. 


1 
ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT 


6 
—— 5 Index of 
b > 

3 8 4| Percent- | Numbers | Produe- 

‘Imports | Exports |Re-exports) London |Provincial| Total Compar- age of on Live tion 

“Country” able Total| insured Register 
persons 

£ , £ y £ £ £ unem- 000’ 1913=100 
«millions | millions | millions | millions | millions | millions | millions ployed omitted 


1925 
APRIL .. 110°3 *¢ , 10°2 
May es 104°3 y *é "7 
JUNE oe 111°0 
JULY .. 93°7 


1926 
APRIL 
May 
JUNE 
JULY 


1927-28 
APRIL 
May 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 
JANUARY | 
FEBRUARY 98°8 
MARCH .. 110°5 | 
APRIL .. 96°8 
May ee 99°4 
JUNE .. 99°4 


— 
en 


~ 
CO Or bo 
~~~ 
Aan 
Barn 


eo 


— 
o 


18°6 

18°3 

17°3 

18°3 

17°0 

16°3 

18°8 

18°3 

18°4 

19°0 10°7 
18°4 10°4 
18°0 9°6 
19°2 9°6 | 

18°3 9°9 , 91°8 
17°0 10°8 b | 


> 


—-— 
SW HS wT Wer cie BOO 


- 
CeEeeoowmosvesse 
CED O ES OD Om OSH 


95°7 


——— 


Ch ODS 03-9 0909 ae CAI OD 
ye Or Or 
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cusses 
Swonsa 


, O45 


me OS 
rare 


S ip te OD 
MOM DEH OSOSSS 


tm ONAOAs 
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—-— 
i] 
an 
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95°1 


-—-— 
es 
Son 
me 


Lchoanaenwooe 
—_ 


¢ O34 


“oo 


Dr abo rs O NN Ow 


CON More oraa 
Herr oS 
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o> 
Gy SP Oy Oy Gr On Gn SHON OPED EH EY 


See eae ee ee ee ees eee ee ee 
PR AAAADH 


T-.) 
ee el 
SW 


on 
isa] 
o 
| AO 0OsIAa 


| 


1 Daily averages, based on weekly or monthly returns. ?‘‘ Country ” clearings at London 
Clearing House. * Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 
(London ‘“‘ Country ” and Provincial) adjusted, for comparative purposes, by application of 
Board of Trade index number of wholesale prices (1924=100). ° Average of four or five weekly 
returns. ° Reprinted by courtesy of the London and Cambridge Economic Service. 
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ON & STEEL & MANU- 
FacTU RES THEREOF 


Imports Exports 


Table 


MACHINERY 


VI—cont. 


COTTON 





Imports Exports 


Exports of 
Tops 


Exports of 
Yarns 


Exports of 
Piece Goods 


WOOL 


Exports of 
Wool and 
Worsted 


Thousands 


of Tons 


274 
205 
202 
213 


262 
167 
233 
271 


405 
356 
333 


Thousands 
of Tons 


297 
322 
276 


307 


313 
274 
231 
244 


335 
422 
366 





£ 
thousands 


£ 
thousands 


3,839 
4,397 
3,886 
3,916 


3,605 
3,192 
3,438 
4,193 


Millions 
of Lbs. 





Sed0008 


FORD Cr hm 63 00 SP 


So 


El el cl eo el el 
im GO Cr ee ie ee On Ca ee OT 


wm 00 





Millions of 
Sq. Yds. 


333°4 
371°0 
338°0 
370°8 


281°8 
304°2 
328°3 
359°6 


316°9 
413°6 
330°1 
336°2 
362°9 
335°7 
312°1 
402°2 
290°6 
337°4 
316°2 
397°4 
314°8 
288°9 
277°9 


the National Federation of Iron and Steel Manufacturers. 


1925 
APRIL 
May 
JUNE 
JULY 


1926 
APRIL 
MAY 
JUNE 
JULY 


1927-28 
APRIL 
May 
JUNE 
JULY 
AUGUST .. 
SEPTEMBER 
OCTOBER .. 
NOVEMBER 
DECEMBER 
JANUARY... 
FEBRUARY 
MARCH 
APRIL 
May 

JUNE 


1 The indices, which are for the Ist of the month, are entered for the previous 


Table VII 


Board of 
Trade 


UNITED KINGDOM 


Wholesale 


“ Statist” 


U.S.A. 


Millions 
of Lbs. 


epepepen 
ASAA 


CP EPR ea CoD RD oa OP O2 O9 Er? 
CWC OM OO HOM Dr oe OO 


GERMA 


Yarns 
Millions 
of Lbs. 


opep eres 
oreo 


Aro 


wn 


CA ATED OS OVS He ONO 


Hm Hm OO OO He 





COMMODITY PRICES 


NY 





| 
1 |Wholesale |Wholesale 


Cost of 
Living 


“ Econ- 
omist” 


(Ministry | 
of Labour) | 


(Depart- 


| ment of 


Labor) 


1913=100 | 1913=100 


met Peek ph fe fh hh fh jh ff jh pf 


1 be pm pie ee i ie oe ie ie oe he 
WON SOM Om ROOM 


an 
amt pe fe fd fh fh bp fh fh of fh pe 


em Hm pe i bm im ie ne bi ie i i i 
We OD SIDS BD BD BD mt BO He GO He Orr 
BO Or OOH Or BD DOO ONO 


1 
1 
1 
1 


1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 


July 
1914=100 


onorgn 
aA1-10 


52° 
55° 
56° 
5 
5 


6° 
8° 
57° 
55° 
54° 
53° 
51° 
52° 
54° 
57° 
57° 
4° 


5 


month to facilitate comparison. 


2 The average for 1926 on the old base (1913=100) was 151°1, but the two sets 
of indices are not strictly comparable. 


9 
4 
1 
7 
1 
4 
8 
3 


S 


8 


5 
8 
7 
4 
3 
0 


July | 2 
1914=100 | 1926=100 


165 
165 


(Reichs- 
bord) ( 


1913=100 


Cost of 
Living 


Reichs- tique 


Wholesale 
(Statis- | 


bord) 


Générale) | 


1913/14 


=100 1918=100 


Exports of 
Wool and 
Worsted 
Tissues 

Millions of: 
Sq. Yds. 


BROS 


— 
ScesaE 


‘. 


ee ell ee Eel eel eel ol ole 
SR SURSQAORIDYRO 
NWDOM NOS HH ROS Oe Or 


Cost of 
Living 
(Statis- 
tique 
Générale) 


uly 
1914=100 


512°1 


520°0 
542°5 
557°2 


650°1 
687°9 
738°4 


838°2 


636°3 


628°3 | 


622°4 
620°5 
617°7 


600°4 | 


150°8 | 
150°6 | 
150°6 
150°7 
150°6 
151°4 | 





180 


ES | 
OO EO SO oe oe 


HENRY HEATH 


LIMITED 
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J. F. Schréder Bank K.a.A. 


Bremen 


HE J. F. Schréder Bank K.a.A. is an amalgamation 

of the bank-houses Schréder & Weyhausen and E. C 

Weyhausen (partner B. C. Heye). During the year 
1919 these two banks united under the style Schrader, Heye 
& Weyhausen. Towards the end of 1920 the character of the 
firm was changed into a ‘“‘ Kommanditgesellschaft auf Aktien,” 
under the name of J. F. Schréder Bank K.a.A. The acting 
partners are J. F. Schréder and Albert E. Weyhausen, while 
B. C. Heye accepted the chair of the board. 


The share-capital is RM. 15,000,000; the open reserves 
also stand at RM. 15,000,000. For the last four years the 
following dividends have been declared : 73°%, 8°%, 9%, 10% 


The J. F. Schréder Bank is today one of the most important 
banking institutions of North-west Germany, and carries 
great influence with the German shipping and fishing com- 


panies and other important industries. The bank is repre- 
sented on the boards of about one hundred industrial concerns. 
It finances a considerable part of the import trade of Bremen, 
especially as regards cotton, wool, grain, tobacco, coffee, etc., 
as well as of the Bremen export trade. 


There are a number of branches in North-west Germany. 
It is intended to open a branch in Hamburg in the beginning 
of 1929. 


BALANCE-SHEET AT CLOSE OF BUSINESS, JUNE 30, 1928 


RFSOURCES LIABILITIFS 
— —————— 


RM. > 
Cash and with Reichsbank .. 5.914,866.91 Share Capital . ae 
Treasury Notes of the State o a9 ia 2200 za 
Bremen sa ts a 4,000,000.— raised June 1928 by ee 2,500,000. 
Discounts ee ee -. 27,084,350.3 15,000,000. 
Contango - 14,008,870.7: Reserve RM. 10,000,000.— 
Due from banks and bankers Transferred from 
RM. 6,619,115.94 Profit and Loss 
Current accounts account RM. 5,000,000.— 15,000,000.— 
RM. 70,791,822.36 77,410,938.° —___——. 
—— - > 
Guarantees RM. 9,824,271.39 Pension- fund, for the — 
Participation in Syndicates, Transferred from 
etc. .. ee es 5,007,591.4: Profit and Loss 
Other Securities +. 9,939,872.7: account RM. 200,000.— —1,200,000.- 
Pension-fund for the Staff F 
$300,000.—7 % Gold Bonds Deposits 110,492,052.5: 
of the State of Bremen .. 1,200,000. (Guarantees as per Contra RM. 9,324,271.39) 

Bank Premises (head office and Acceptances .. ee - 3,119,201.5 
branches) .. oe ‘ 3,000,000. Dividend 10% - oe 1,250,000. 
Fixtures oe ee we 1. Carried forward sa ee 1,505,237.39 
147,566,491.41 147,566,491.41 

——— 
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GROUP INSURANCE AND NATIONAL SAVINGS CERTIFICATES 
/ ”HE Prime Minister, speaking at Harrogate on July 20, 






announced that certain employers are discussing with 

the big life offices a combination of savings certificates 
and group insurance. If employees invest regularly in 
these certificates employers will, by group insurance, 
make up their savings to an agreed sum in cases where 
the employee dies before this agreed sum is reached. 
The Prime Minister added that the life offices were co- 
operating cordially, and that premiums would be kept 
low. Up to the present group insurance has not made 
anything like the way here that it has in the United 
States, and any increase of it is a welcome sign. 











INDUSTRIAL INSURANCE FIGURES 


The report of the Industrial Assurance Commissioner 
for 1927 has been issued. Policies in force at the end of 
1926 amounted to £1,070 millions, just double the figure 
for 1913. Premiums, interest and other income were 
nearly £60 millions, and claims paid nearly £19} millions. 








HOME FIRE LOSSES FOR THE HALF YEAR 


These amount to £3,504,000, against £3,315,000 for 
the first half of 1927, an increase of £189,000. 







INSURANCE OF AIR TRANSPORT 


Speaking in the House of Commons on July 30, Sir 
Samuel Hoare, Secretary of State for Air, said that in 
1924 the premium paid on Imperial Airways machines 
was as high as 20 per cent. It had now fallen to Io per 
cent. for the worst risks, and to considerably less in the 
more favourable cases. The 1924 rate was no doubt 
enormously high; but it covered loss or damage from all 
causes, whether in the air or on the ground, and it is 
only fair to add that it was, on certain types of machines, 
unprofitable to underwriters. Even Io per cent. is very 
heavy, and the risk must be reduced if commercial flying 
is ever to pay its way. Seeing that a big aeroplane or 
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seaplane may cost £20,000, and that besides paying 
Io per cent. for insurance it has to carry depreciation at 
over 15 per cent., it will be realized what weighty over- 
head costs aviation has to bear. But there is some 
alleviation. Insurance rates for goods carried are not 
high; notably on gold they are low. And gold is now 
usually sent by air between European capitals, for quick 
transit saves interest, often a large sum. Moreover, 
insurance rates on air mail letters and parcels from Great 
Britain are in many cases no higher than those prevailing 
on ordinary routes. Altogether, though rates on aero- 
planes may fall, they will, until some totally new safety 
devices arise, remain high, since aeroplanes are fragile 
machines and travel at enormous speed. But rates on 
freight will probably fall. 


MOTOR-CARS STOLEN 


Though cars to the number of 1,515 were stolen last 
year (compared with 258 in 1922), all but 97 were restored 
to their owners. A car is nearly as difficult to steal 
successfully as a ship. 


COMPULSORY INSURANCE OF MOTORISTS 


The Voluntary Hospitals Commission, appointed by 
Mr. Neville Chamberlain, have issued their final report. 
They recommend compulsory insurance for motorists. 
But they do not appear to have considered the difficulties 
involved ; at any rate, they make no mention of them. 


CREDIT INSURANCE IN SPAIN 


A credit bank is being formed in Spain with a capital 
of 150 million pesetas to help Spanish export trade by 
insuring credit. In particular it is intended to guarantee 
long-term transactions in South America. 


MUTUAL INSURANCE IN THE IRISH FREE STATE 


A Bill has been introduced into the Dail enabling 
local authorities to form a mutual fire insurance society. 
It is contended that these bodies own much property 
on which there is a low fire loss rate, and that under a 
mutual scheme they could insure more cheaply than at 
present. The Bill passed second reading. 
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PERSONAL 


Sir David Llewellyn, Baronet, has joined the board of 
the Autocar Fire and Accident Insurance Company, 
Limited. 

Sir Herbert E. Blain, C.B.E., has been elected a 
director of the National Provincial Insurance Company, 
Limited. 

Mr. Alexander Lawson, general manager and secretary 
of the Gresham Life Assurance Society, Limited, has been 
elected a director of the Gresham Fire and Accident 
Insurance Society, Limited. 

Mr. J. Wilcock Holgate, formerly deputy chairman 
of the Refuge Assurance Company, Limited, has been 
elected chairman, and Mr. J. Proctor Green has been 
elected deputy chairman, retaining his position of 
managing director. 

Mr. J. J. Atkinson, of the Royal Insurance Company, 
Limited, has been elected chairman, and Mr. H. M. 
Trouncer, of the London Life Association, Limited, has 
been elected deputy chairman of the British Insurance 
Association. 

Mr. H. C. Cox has resigned the presidency of the 
Canada Life Assurance Company, and Mr. Leighton 
McCarthy, now vice-president, will succeed him. Mr. Cox 
becomes chairman of the British board as well as of the 
Toronto board. 

Mr. John Hinds, who died recently, was chairman of 
the Drapers’ and General Insurance Company, Limited. 
He was Lord-Lieutenant for the county of Carmarthen, 
and at one time represented West Carmarthen in 
Parliament. 

Mr. A. H. Goschen, who died recently, was a director 
of the Indemnity Mutual Marine Assurance Com- 
pany, Limited, and of the Northern Assurance Company, 
Limited. 

Mr. Wilfrid Boughton Rouse, who died recently as 
the result of an operation, served on the committee of 
Lloyd's in 1920 and 1921. 

Sir John Thorneycroft, who died recently, was 
a director of the Iron Trades Employers’ Insurance 
Association, Limited. 
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Workmen's Compensation in the 


Chief European Countries 
By Eustace Hills, K.C. 


; "HE general principles of Social Insurance, as 


developed in Great Britain, France, Italy, and 
Germany, show a somewhat remarkable similarity. 

In all these countries the right of the worker to com- 
pensation depends upon the accident which causes 
injury or death being one which arises in the course, or 
within the scope, of the employment, or in some cases 
in connection with it. 

The accident is regarded from the point of view of the 
worker. In the occurrence itself there need now be 
nothing fortuitous; it may be a deliberate and carefully 
conceived attack, and the connection with the employ- 
ment may extend, in time beyond the specified hours of 
work, and in locality outside the place of work. 

In this country in order to give title to compensation 
under the Workmen’s Compensation Acts, there must be 
an accident causing personal injury, and that accident 
must arise out of and in the course of the employment ; 
a necessity that has led to a vast number of decisions not 
always easily reconcilable. One or two examples may 
serve to illustrate the difficulties and the principles 
applicable to their solution in this and other countries. 

A stoker on a steamship in this country was wheeling a 
barrow of hot ashes in a line of firemen when one of the 
firemen, a native of Africa, in pulling his hand back whilst 
raking out the ashes, caught his hand on the stoker’s 
barrow. A murderous attack by the African on the stoker 
was held to be an accident, and an accident arising out 
of and in the course of the stoker’s employment owing 
partly, at all events, to the fact that the two men were 
in proximity at the time, and that the act of the African 
was such a one as might arise if persons of that wild, 
undisciplined, and untrained nature were employed. 

This decision followed, in time and reasoning, one in 
which an assistant master at a boys’ school, whilst super- 
intending their games in the school yard, was ambushed 
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and attacked by some of the boys armed with heavy 
wooden mallets. 

He died asa result of his injuries, and his dependants 
recovered compensation. 

During a period of twenty-two years there had been 
two previous attacks on masters at this school, and the 
boys were angry with this master because he had stopped 
some of their games and because he had caught one of 
them stealing. 

In France any accident occurring on the occasion of 
work is an industrial accident, entitling to compensation, 
even if it is deliberately caused by a third party. 

A worker who had been discharged, and was demand- 
ing payment of his wages, was struck by an agent of the 
employer to whom the demand was being made. This 
was held to be an industrial accident. 

In Italy it has been held that if a worker responsible 
for the payment of wages is attacked and killed when 
returning from the offices of his employers with the 
money for the payment of those wages, this constitutes 
an accident in connection with his employment. 

The line of demarcation between these cases is interest- 
ing. By the first two it was established, not without 
dissent in the latter, that in this country, as in France 
and Italy, the event causing the injury may be premedi- 
tated crime on the part of those who cause it ; that whilst 
accident in popular language is the very antithesis of 
design, it is sufficient if, though premeditated, it is as 
regards the worker unexpected and undesigned. 

The decisions of earlier years that accident was to be 
taken in its ordinary or popular sense as denoting an 
unintended or unexpected occurrence resulting in personal 
injury were departed from. 

By those decisions there might have been an accident, 
even though the act itself were designed, if the resulting 
injury were not, and this was an intelligible distinction. 
If a workman kicks a brick off a scaffold and it happens 
to injure a man walking on the pavement below, in 
ordinary language that man has met with an accident. 

In ordinary language no one would say that the school- 
master had met with an accident, and no historian would 
record that Desdemona died by accident, or that Rizzio 
met with a fatal accident in Holyrood Palace. 

P 
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In this country, again, the tendency through a course 
of years has been to enlarge the meaning of the words 
“arising out of’”’ the employment; but the nature of the 
African in the one case, and the previous attempts and 
anger of the boys in the other, supplied some ground for 
the finding that the accident arose, in the particular 
circumstances, out of the employment. 

No one could suggest that such an attack could be 
regarded as ordinarily incidental either to a stoker’s or 
a schoolmaster’s employment, though in previous cases 
this test had been applied. 

It may well be that in the present day, if the African 
had been thoroughly domesticated, and the record and 
behaviour of the boys had been good, the result would 
have been the same; that it was sufficient that the 
accident happened, in the one case because the man 
employed was a stoker, and in the other a schoolmaster ; 
that it was unnecessary to ask whether such a thing had 
ever happened before, or was at the time, or in the future, 
likely to happen. 

In the French and Italian cases there was nothing to 
indicate that the blow, or death, might have been expected 
or foreseen, or that it was necessary to prove more than 
the happening of the event in connection with the 
employment. The accident must arise in the course, or 
within the scope, of the employment. When it occurs 
at the time, and within the place of work, the right to 
compensation is clear; but it may occur outside the 
time, and beyond the place of work, and yet give rise to 
a claim. 

The course of the employment may be interrupted ; 
a journey taken on behalf of the employer may be 
extended for the pleasure or profit of the worker. 

The interruption or extension may be short or long, 
and common sense must answer the question whether or 
not the course of the employment was definitely broken. 
A few illustrations may be given. In Scotland a marine 
fireman had signed articles to proceed on a voyage on a 
liner, and the liner’s date of sailing was June 1. On that 
day the fireman boarded the ship and reported for duty. 
Later in the day his wife appeared on the quay, which 
was 6 ft. or 7 ft. from the ship’s side, with a parcel of 
underclothing for her husband. The fireman might have 
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obtained a permit to go ashore by the gangway, but 
without that permit he was not entitled to leave the ship. 
He jumped ashore, fell, and sprained his ankle, and as 
a consequence was unable to make the intended voyage. 
He claimed compensation, and it was held that after he 
had boarded the ship the sphere of his employment 
was limited to the ship, unless he obtained a permit to 
leave ; that in what he did he was acting for his own pur- 
poses, and against express orders, and that the accident 
did not arise in the course, or within the sphere, of his 
employment. 

In Germany a man, who had taken to market some 
young pigs raised on his employer’s farm, was returning 
along the high road. On his way home he met some 
friends who were shooting rabbits. He stopped to look 
on and talk to them, and whilst doing so was accidentally 
shot. He was held entitled to compensation. The 
road was to be counted as part of his place of work, and a 
short interruption in his employment, even if he was 
careless in exposing himself to risk, was not sufficient to 
break the course of that employment. 


In Italy an accident to a worker while going to 
work on a motor-cycle was held to entitle him to 
compensation, even though he rode it imprudently. 


In the same country, a worker employed on a particu- 
lar task in a town went and returned by an ordinary 
passenger train. He lived outside the town, and the 
train was his best means of getting to his work. He was 
held entitled to compensation because he had to use the 
railway in order to reach his work, and though the railway 
was open to all travellers, an accident to the train in 
which he was travelling was an accident connected with 
employment. 

The examples given in this article are in themselves 
not without interest, but their main purpose is to show 
by actual instances the meanings judicially given to 
particular words and phrases. 


Statutes declare, and the Courts interpret, the law; 
and by that interpretation over a course of years one can 
see the gradual development of a system of Social Insur- 
ance best fitted to meet the changing circumstances and 
needs of the worker. 

P2 
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American Insurance Affairs 
By Our New York Correspondent 


HE National Board of Fire Underwriters held its 

sixty-second annual meeting in this city on May 24. 

This is the outstanding fire insurance company 
organization, having as its members 220 stock com- 
panies, which include nearly all which do a large business. 
It does not attempt to exercise jurisdiction over rates 
or commissions, but carries on for its members many 
important activities which can better be conducted 
co-operatively than by individual companies. 

In his address at the annual meeting, Mr. George G. 
Bulkley, president of the National Board, presented a 
careful review of 1927, when the companies made an 
underwriting profit for the first time in seven years. On 
fire and lightning insurance only the companies affiliated 
with the National Board in 1927 earned premiums 
amounting to $627,558,621. Their incurred losses were 
$295,724,258, or 47°12 per cent. of the premiums earned. 
Their incurred expenses were $300,901,975, Or 47°95 per 
cent. Their underwriting profit was $30,932,388, or 4°93 
per cent. For the five years, 1923-1927, the companies 
show an underwriting loss of $97,090,478, or 3°27 per cent. 
Mr. Bulkley discussed very seriously the continued decline 
of the average rate charged for fire insurance. In 1905 
it was $1.1679 per $100; in 1925 it was $0.8726; in 
1926, $0.8625; and in 1927, $0.8600. Mr. Bulkley said 
that the increasing disproportion between premium 
income and total resources, on the one hand, and insur- 
ance in force, on the other, may subject the entire fabric 
of fire insurance to undue stresses and strains, and he 
raised the question whether it is not the duty of fire 
underwriters to take measures to prevent a further 
decrease in the average rate, at least until they have 
sufficient evidence that fire losses can be kept within 
reasonable bounds. 

The most important question brought before the 
annual meeting was a proposal to centralize control of 
adjustment of fire losses in the National Board through 
its committee on adjustments. As the plan had not been 
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presented to the member companies in advance, and it 
was considered too important to be acted upon hastily, 
a special meeting was called for June 20 for its con- 
sideration. The underlying purpose of the plan is to 
eliminate the competitive element in adjusting by taking 
adjustments out of the hands of the individual companies 
and placing them in the hands of one bureau, representing 
all the companies, although each company interested 
would be permitted to have its own adjuster on any loss 
provided it notified the bureau that it desired to do so. 
Many company Officials realize that the greatest waste in 
the fire insurance business in this country is in the 
adjustment of losses. For years companies have been 
competing with each other in making liberal settlements, 
and in paying losses where liability was doubtful in order 
to gain favour with influential assured brokers or agents. 
Adjusters have been under pressure from agents and 
brokers to make quick and liberal settlements, and their 
failure to heed these demands has often resulted in their 
losing favour with the companies which employed them. 
So strongly is the custom established that any company 
disregarding it is in danger of losing business. Apparently 
the only cure is to induce the companies to give up control 
of their adjustments and turn it over to one organization 
which will handle losses without fear or favour. 

Other activities of the National Board were empha- 
sized in the reports of various committees. Fifty trained 
special agents are investigating suspicious fires throughout 
the country, and co-operating with the civil authorities 
in securing the arrest and conviction of incendiaries. 
Twenty-six engineers are engaged in surveying the fire 
departments, waterworks, fire alarm systems, and building 
codes of the cities of the country and suggesting improve- 
ments where needed. One department is issuing model 
ordinances for adoption by municipalities for governing 
various features of building construction, reviewing 
building ordinances submitted by municipalities for 
criticisms and suggestions, and co-operating with technical 
institutions in bringing to the attention of future 
architects and engineers the importance of fire-resistive 
construction. Approximately a million reports of ad- 
justments of losses, classified as to character of risk and 
cause of loss, are being received and tabulated yearly. 
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A day or two previous to the meeting of the National 
Board, Mr. Ernest Sturm, chairman of the boards of the 
‘“‘America Fore”’ group of companies, issued a statement 
on the decreasing average rate for fire insurance, due in 
large measure to improved building construction. As an 
illustration he cited a case in New York City where a 
group of old mercantile buildings were razed and replaced 
by one seven-storey modern structure. On the old 
building an annual premium of $1,024 had been paid for 
$160,000 fire insurance, while on the new one the premium 
for $350,000 insurance was only $203. Others have 
pointed out that while changes of this sort, which are 
numerous in most of the cities of the country, tend to 
reduce the annual fire loss they also tend to increase the loss 
ratio, as enterprising owners of property who kept their old 
buildings in good repair are the ones most likely to replace 
them with new structures, while owners of similar old struc- 
tures who are not sufficiently enterprising to replace them 
are often careless about the upkeep of their properties. 

For many years fire insurance companies which are 
members of organizations whose rules limit the com- 
missions to be paid to agents have been troubled by 
non-affiliated companies entering their agencies, paying 
higher commissions and securing much of the choicest 
business. In the West nearly thirty years ago the Union 
dealt drastically with this condition. Its members, 
which at that time included nearly all the largest com- 
panies and most liberal writers, gave their agents the 
alternative of resigning their non-affiliated companies or 
losing their Union companies. In most instances agents 
having on their books many special hazards and mer- 
cantile stocks were obliged to let their non-affiliated 
companies go. This “separation in agencies” called out 
bitter protests from the non-affiliated companies; and 
when in Ig10 a number of them organized the Western 
Insurance Bureau to place a reasonable limitation on 
commissions, consistency prevented their adopting 
separation against the companies in their agencies which 
did not join the new organization, but continued to pay 
such commissions as they saw fit. Many of the leading 
companies affiliated with the Western Insurance Bureau 
in the West are members of organizations in other parts 
of the country along with companies affiliated with the 
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Union in the West, but almost invariably until very 
recently they have prevented these other organizations 
from adopting separation. Now the great increase in 
new companies which are not becoming affiliated with the 
large organizations is creating a serious problem for the 
affiliated companies. Unless separation, or some sub- 
stitute for it, is adopted these new companies can enter 
the agencies of affiliated companies, and by payment 
of high commissions “skim the cream”’ of the business of 
such agencies. On the Pacific coast the company 
organization has been obliged to call upon its members to 
enforce separation where they can. It has been enforced 
against two very active non-affiliated companies in the 
Pacific north-west, and is now being enforced against 
one in the Rocky Mountain territory. It is a live issue 
in West Virginia. In the south-eastern States there has 
been almost no non-element, but new companies of that 
class are entering that territory, and there is talk of 
adopting a separation rule against them. It has been 
reported that the Western Insurance Bureau took some 
action along separation lines at its recent annual meeting, 
but little has been said about it, as some of the members 
still feel obliged to oppose it openly because of the 
position they have taken in the past. Many of these 
bureau companies, however, have grown very large in 
the past few years, and are now writing special hazards 
and mercantile stocks for their agents on a liberal scale, 
and they get no pleasure from the prospect of numerous 
young companies seeking preferred business entering 
their agencies. 

After numerous long meetings and exhaustive dis- 
cussion the Eastern Underwriters’ Association finally 
adopted a scale of commissions to be paid by its member 
companies to their agents in New Jersey, and represen- 
tatives of the agents agreed to it. The scale is 15 per 
cent. on a comparatively few undesirable classes, 20 per 
cent. on the classes furnishing the larger share of the 
premiums, and 30 per cent. on certain very desirable 
classes. The payment by each company of the same 
commissions to all its New Jersey agents was made com- 
pulsory by a recently enacted law. Agreement upon any 
scale was extremely difficult, but without agreement among 
the companies there was danger of chaos in the State. 
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Insurance Commissioner Thomas H. Taggart, of 
Pennsylvania, who for several months refused to license 
any insurance companies from other States to do business 
in Pennsylvania because, in his opinion, enough com- 
panies were operating there already, suddenly receded 
from his position after conference with the Attorney- 
General, who is his legal adviser. His decision to license 
a number of applicants was announced almost simul- 
taneously with the arrival in the capital city of an 
attorney instructed to file a petition for a writ of 
mandamus directing him to license certain companies. 

Columbia University, one of the leading institutions 
of learning in this country, has announced that for the 
coming year not less than twenty-two scholarships, paid 
for by fire insurance companies, will be available io 
selected high-school graduates who elect to take a special 
two-year course to prepare them for work in fire insurance 
company home offices. These students will devote part 
of each day to academic work and part to practical work 
in the offices of the companies which provide the 
scholarships. For this office work they will be paid a 
small salary. This plan was inaugurated in New York 
last year after it had been in successful operation in 
Chicago (where the college work is done in North-western 
University) for several years. The fire insurance com- 
panies have found it advisable to make these special 
inducements to attract boys who give promise of develop- 
ing into executives. The companies have not been getting 
their share of college men, largely because they have 
adhered too closely to a system of training adopted many 
years ago, when most of the new employees were boys 
of about sixteen with only a common school education. 

Late in May it was announced that the Commercial 
Union Assurance Company and its affiliated companies 
would shortly move their Western department from 
Chicago to the American head office in New York City. 
A few days later a similar announcement was made by 
the Liverpool and London and Globe and its affiliated 
companies. This decision by these two important groups 
has caused considerable comment. Only a year or two 
ago the Northern Assurance had done the same thing, 
and at earlier dates the Phoenix, the Atlas, the North 
British and Mercantile, and the London Assurance had 











AMERICAN INSURANCE 195 


taken similar action. The Royal, the Sun, and the 
London and Lancashire are now the principal British 
companies maintaining Western departments at Chicago. 
In the earlier history of the business many companies 
found it advisable to establish branches at various 
points in order to supervise agents more closely, and to 
enable companies and their agents to communicate with 
each other quickly. With the improvement of the 
postal service, and especially since the air mail was 
established, many of these branches have been con- 
solidated or taken up and combined with the head 
offices, partly on grounds of economy and partly to 
centralize control of the underwriting and bring about 
more uniformity. Of late, however, there has appeared 
a slight tendency to establish more branches, and some 
company executives believe that this will grow as they 
recognize the fact that a company gains advantages 
from having its underwriting offices near enough to its 
agents so that the agents become personally acquainted 
with the underwriters. 

Following the recent resignation of Mr. Oliver R. 
Beckwith as president of the London and Lancashire 
Indemnity Company, Mr. Henry W. Gray has been 
elected president, and Mr. F. J. Gobbie vice-president in 
general charge of the underwriting. Mr. Gray is the 
United States manager of the London and Lancashire 
Insurance Company, and Mr. Gobbie for many years was 
in the accident department of that company at its head 
office in London. This official change is interesting as 
indicating a return by the London and Lancashire to the 
official policy it adopted when it organized its American 
casualty subsidiary. At that time its United States 
manager was president of the subsidiary, and the officer 
in general charge of operation was British trained. That 
plan later was abandoned, and Mr. Beckwith, whose 
experience was gained entirely with American com- 
panies, became president and general manager. He 
adopted in a limited way the plan, followed by most of 
the leading American companies, of increasing the 
business and getting premium income on which to earn 
investment profits, while the head office in London wanted 
an underwriting profit even though the volume of business 
was small. 
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Recent Development of Central 


Furopean Insurance Business 
By Dr. Kurt Schaffrath 


URING recent years the German, Austrian, Hun- 
LD garian, and Czecho-Slovakian insurance business 

has had one feature in common: it has been 
compelled to reconstruct after the stabilization of 
currencies in these States. The enormous depreciation 
of the mark and the crown destroyed the great fortunes 
and reserves of the Central European insurance com- 
panies. Stabilization made little difference, as in Czecho- 
Slovakia in the proportion of 1:7, or, as in Germany, 
at the rate of 1I:1,000,000,000,000 of the previous 
monetary units. The possibility of giving the policy- 
holder an equivalent for the premiums paid in former 
years no longer existed in any of these countries. The 
situation was aggravated because insurance business 
had come almost to a complete standstill in the infla- 
tion years, when the steady depreciation of currency 
very soon made the premiums paid entirely worthless. 
This might have given foreign insurance companies a 
great chance, if the foreign money (necessary to pay the 
premiums) had not been too dear, and if its acquisition 
in sufficient quantities had then been possible. Conse- 
quently the numerous Swiss companies, which in pre-war 
years had their main field of operation in Germany, could 
do hardly any business there in the inflation period. 

The reconstruction of the insurance business in 
Central Europe went on at a different pace in the various 
countries. The best progress was made by the Czecho- 
Slovakian companies of Prague—not only because the 
Czech crown became stable much earlier than the 
currencies of Austria and Hungary, but also because 
the young Czecho-Slovakian State comprised territories 
which in pre-war times had been the domain of Vienna 
and Budapest insurance companies. The latter were 
now severed from their former clients by the new boun- 
daries, and the Prague companies could easily seize the 
business. In contrast to their favourable development 
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the Austrian and Hungarian insurance companies had— 
and have—to struggle hard for existence. The cutting 
territorial reduction has narrowed their former natural 
field of operation to an extent which provoked very 
unsound competition. The mutual outbidding in rebates 
on the part of the 85 Hungarian insurance companies 
has induced the Government to prohibit the founding of 
new companies lest this cut-throat competition should 
finally lead to insolvencies. 

The German insurance companies have not suffered 
in like manner by the severance of Alsace-Lorraine and 
some Eastern districts. The latter were at all times 
thinly populated, and the business done there was never 
very important, while Alsace-Lorraine in pre-war 
times chiefly favoured Swiss companies. Consequently, 
these Swiss insurance companies had in 1925-26 
controversies with the French Government as to their 
rights and duties arising from their pre-war contracts in 
these provinces. The Swiss companies had also great 
difficulties in recovering their pre-war capital investments 
from their German debtors. Operations in Germany 
compelled them to invest a portion of their fortunes in 
that country. This was mainly done by extending mort- 
gage loans, in Swiss francs, the repayment of which is a 
hard task for the impoverished debtors. 

Yet the Swiss companies, which are entitled to 
repayment in full, were naturally far better off than the 
German insurance companies. The latter could only ask 
repayment of their pre-war investments in accordance 
with the revaluation law which, as is known, practically 
outlaws the creditor. Moreover, they have not even 
been granted the privilege,accorded the savings banks 
and similar institutions, of having their so-called ‘ new 
holdings’ of Government and municipal securities 
revalued at the rate of ‘‘old holdings,” although also 
the insurance companies were legally bound to invest 
their fortunes preferably in these stocks. Accordingly, 
the German insurance companies could save only a 
fractional part of their pre-war assets. It is a proof of 
their great zeal and dexterity that, as was published 
recently, they will be able to pay their pre-war clientele 
12 to 16 per cent. of their claims in gold. The com- 
panies are naturally forced to keep two separate accounts, 
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one for the old and one for the new customers, i.e. those 
who have taken an insurance policy after December 31, 
1923. 

Therefore the insurance companies had to reorganize 
in 1924. The results obtained are rather striking. The 
apprehensions originally prevailing that the public would 
keep aloof from engagements with insurance companies for 
a long time to come, as a result of the almost complete 
loss of the large sums paid as premiums towards life 
insurances, have proved unfounded. It was generally 
realized that this possible misfortune was no fault of the 
insurance companies, and that the money would have 
vanished anyway. And it was just this universal loss 
of fortunes which multiplied the new insurance clientele. 
In pre-war times wealthy Germans generally declined all 
offers of insurance companies, believing their fortunes 
sufficient for cases of emergency. Deprived of this finan- 
cial reserve, they are now willing to insure their lives, in 
order to secure the future of their dependants, and to take 
an insurance against accidents, sickness, inability to work, 
and so on. The insurance companies have stimulated 
this present inclination of the public to protect itself 
against sudden expenditure of all kinds. They have 
not only granted very liberal terms for premium payments, 
but also introduced insurances against events which were 
formerly not insurable, e.g. the costs of large, but rather 
regular, repairs of buildings. Even against the ordinary 
wear and tear of houses and their consequent devaluation 
insurance is now possible, as well as against the deteriora- 
tion and obsolescence of machinery. Furthermore, 
insurance against rain has been introduced, while the 
stormy weather of latter years has largely promoted 
insurance against damages involved. 

Accordingly insurance companies were almost overrun 
by new customers after the stabilization of the mark. 
The sum insured with sixteen co-operating life insurance 
companies grew in 1924 by £16,200,000 and in 1925 by 
£19,300,000, as against nearly £3,000,000 in I9gI3. 
The accretion of insurances against sickness, accidents, 
ill-health, and, in particular, all sorts of motor-car 
accidents was even much higher. The number of 
automobiles in Germany has grown by 1,600 per cent. 
since 1914—this allows an approximate estimate of the 
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immense increase of insurances in this line. But this 
business has turned out rather unprofitable, due to numer- 
ous casualties and the high prices payable for the repair 
of motor-cars. Neither did the net earnings of other 
insurance companies correspond to the enormous business 
extension because of excessive commission fees for new 
contracts. 

After the prosperous period in 1924 and the first half 
of 1925, there followed a decided reaction. In the second 
half of 1925 economic conditions in Germany became 
very bad, and the number of insolvencies grew from 
month to month. This period lasted until the end of 
1926, and brought about not only a considerable diminu- 
tion of premiums, but also a great increase in damages. 
The resulting unsatisfactory situation of the insurance 
companies caused a drop of their shares from an 
average of 300 per cent. in the middle of 1924 to 227 per 
cent. in 1925, and to only III per cent. in 1926. The 
income of the insurance companies was lower, since 
many of the new customers could not pay the premiums ; 
the higher damages resulted in numerous attempts to 
cheat the insurance companies. Fires and other damages 
augmented suddenly, and in many cases the insured 
were suspected of having their fingers in the pie. The 
fires grew, especially in rural districts, due to the desperate 
situation of German agriculturists. In a Saxon village 
a gang was finally caught which, under the leadership of 
the bugler of the fire brigade, undertook the burning down 
of farm buildings and barns against a reward varying 
from £5 to £50. In the Free State of Bavaria 2,874 firs 
were counted in 1926, as against only 1,715 in 1923, 
when money was worthless. These conditions made the 
fire insurance business unprofitable. The income from 
premiums of the prominent Magdeburg fire insurance 
company fell from £870,000 in 1924-25 to £830,000 in 
1925-26, while the payments made rose from £400,000 
to £700,000. 

Only the companies specializing in credit insurance 
and in insurance against embezzlement on the part of 
employees could show favourable developments in 1925-26, 
since numerous insolvencies induced merchants and 
industrialists to make use of their services. However, 
their business slowed down immediately when the flood 
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of bankruptcies suddenly stopped at the beginning of 
1927. In order to secure a more stable business they 
now enter new contracts only for a period of five years. 

But the better economic conditions were extra- 
ordinarily helpful for the business of all other insurance 
companies. The sum insured with the forty-three 
German life insurance companies, which was {265,000,000 
at the end of 1925, has meanwhile more than doubled, 
and will probably shortly reach the pre-war amount of 
£800,000,000. 

It would be wrong, however, to assume that the 
German insurance companies had an easy business last 
year. They suffered particularly from the growing 
competition of the insurance enterprises run by Federal 
States and municipalities. As governmental fire insur- 
ance of buildings has existed for decades in most districts 
of Germany—where this form of insurance was, and even 
is, compulsory—the private insurance companies do not 
complain of this official competition, all the less as the 
governmental insurance boards insist upon better pro- 
tection against fire and pay considerable contributions 
to the cost of modernly equipped fire brigades. Yet the 
favourable tide of insurance business in 1924 has induced 
the official enterprises to engage not only in the fire 
insurance of movables, but also—and this is a speciality 
of communities—in life insurance, insurance against 
sickness, accidents, burglary, damage to glass, and so on. 
As the official insurance enterprises enjoy tax privileges, 
are furthermore frequently financed with the help of 
money raised by taxation, and can finally avail themselves 
of State or municipal officials for propaganda purposes, 
their competition is especially burdensome for the 
private insurance companies. The latter also complain 
of the growing “self-insurance” on the part of great 
industrial concerns, such as the German Steel Trust. 
These self-insurers, if restricting their activity to the 
enterprises belonging to the concern, are privileged in 
respect of the investment of their funds, and are not 
subject to the same rigid control as the ordinary insurance 
companies. The latter are, therefore, disinclined to 
reinsure these self-insurers. 

Finally, the recent sprouting of the associations for 
mutual insurance amongst certain classes of the population 
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—such as physicians, Government officials, members of a 
particular trade, etc.—must be mentioned. However, 
as most of these corporations merely insure against 
sickness and funeral costs, and allow only in individual 
cases for a small pension to dependants, their competition 
is a much minor cause of complaint than that of the 
official insurance enterprises. Their activity, by the way, 
injures the private insurance business, not only in 
Germany, but also in other Central European countries. 

The Swiss Government Insurance Bureau, for example, 
collected in the past years an annual premium total 
which exceeded that collected by the private insurance 
companies by about 10 per cent. Nevertheless, the 
business of Swiss companies steadily improved in latter 
years. Although transport and motor-car insurance 
did not prove very profitable, dividends for 1926-27 were 
generally higher than for the previous years. Satisfactory 
business was recently reported also by the Czecho- 
Slovakian companies. Their last dividends were quite 
gratifying in spite of numerous payments on fire, 
transportation, and automobile insurance. 

But even the German insurance companies, notwith- 
standing the above-mentioned disadvantageous con- 
ditions in 1925-26, maintained, and in some cases even 
increased, their dividends. This was partly the result 
of their careful manner of calculation, partly of the 
rationalization of business methods and partly of the 
extended co-operation or concentration of joint-stock 
insurance companies, by which their number has been 
reduced to 370 (25 per cent. less than 1913) with a com- 
bined capital of £28,300,000. Owing to amalgamations, 
most companies are now interested in various insurance 
branches, so that losses in one branch can be com- 
pensated by gains in another. Good dividends are also 
expected for last year, although the transport, air traffic, 
motor-car, and fire insurance showed rather unsatis- 
factory results. (Many fires in rural districts and on 
ships, insufficient rates for air traffic insurance, being 
the causes.) 

Particularly content with last year’s business are the 
life, accident, and re-insurance companies. The splendid 
development of life insurance may be learned from the 
enormous increase in price of the Allianz Company shares, 
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which were quoted 1925-27: 154, 250, and 600 per 
cent. The shares of the Victoria General advanced in a 
similar degree, namely, from 171 per cent. in 1925 to 
319 per cent. in 1926, and to 550 per cent. in 1927. A 
reliable proof of the course of other insurance business is 
the average dividends paid by the various companies in 
the last three years. They amounted in the case of 
transport insurance to 5, 5, 8; of fire insurance to 8, 8, 12; 
of re-insurance to 8, 7, 12, and of credit insurance to 
10, 10, 10 per cent. 
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